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EMALAHLENI MUNICIPALITY 

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 


GENERAL INFORMATION 


NATURE OF BUSINESS 

EmalahlenI Municipality is a local municipality performing the functions as set out in the Constitution. (Act no 105 of 1996) 
COUNTRY OF ORIGIN AND LEGAL FORM 

{Acfno^m oMSga^ ^ Category B Municipality (Local Municipality) as defined by the Municipal Structures Act. 

JURISDICTION 

The EmalahlenI Municipality includes the following towns and surrounding rural areas; 

Dordrecht 
tndwe 
Lady Frere 

MUNICIPAL MANAGER 
NJ Kwepile 

CHIEF FINANCIAL OFFICER 
GP De Jager 

REGISTERED OFFICE 

Emalahlent Municipality; 37 Indwe Road; Lady Frere; 5410 

AUDITORS 

Office of the Auditor General 
PRINCIPLE BANKERS 

Standard Banh; 92 Cathcart RD; Queenstown; 5320 
RELEVANT LEGISLATION 

Municipal Finance Managsment Act (Act no 5B of 2003) 

Division of Revenue Act 
The Income Tax Act 
Value Added Tax Act 

Municipal Structures Act (Act no 117 of 1998) 

Municipal Systems Act (Act no 32 of 2000) 

Municipal Planning and Performance Management Regulations 
Water Services Act (Act no 108 of 1997) 

Housing Act (Act no 107 of 1997) 

Municipal Property Rates Act (Act no 6 of 2004) 

Electricity Act (Act no 41 of 1987) 

Skills Development Levies Act (Act no 9 of 1999) 

Employment Equity Act (Act no 55 of 1998) 

Unemployment Insurance Act (Act no 30 of 1966) 

Basic Conditions of Employment Act (Act no 75 of 1997) 

Supply Chain Management Regutations, 2005 
Collective Agreements 
infrastructure Grants 
SALBC Leave Regulations 


Paeel 


EMALAHLENI MUNICIPALITY 


MEMBERS OF THE EMALAHLENI MUNICIPALITY 


COUNCILLORS 


Nyukwana, N. 

Executive Mayor 

ANC 

Proportional 

Kalolo, D.S. 

Speaker 

ANC 

Proportional 

Liwani, S. 

Chief Whip 

ANC 

Proportional 

Jordaan, V, 

Councillor 

ANC 

Proportional 

Koni, N,F, 

Councillor 

ANC 

Ward 

Mnyuko, S. 

Councillor 

ANC 

Ward 

Dlikilili, N. 

Councillor 

ANC 

Proportional 

Holana, N. 

Councillor 

ANC 

Proportional 

Mapete, P, 

Councillor 

ANC 

Ward 

Godia, M, 

Councillor 

ANC 

Ward 

Mooi, L 

Councillor 

ANC 

Ward 

Lali, N. 

Councillor 

ANC 

Proportional 

Phendu, N, 

Councillor 

ANC 

Proportional 

Qashani, N, 

Councillor 

ANC 

Ward 

Twala, B,P, 

Councillor 

ANC 

Proportional 

Dudumashe, T.R. 

Councillor 

ANC 

Ward 

Ziduli, N. 

Councillor 

ANC 

Ward 

Teka, Z.H. 

Councillor 

ANC 

Ward 

Ndlela, T.R, 

Councillor 

ANC 

Proportional 

Peter, N. 

Councillor 

ANC 

Ward 

Kulashe, T, 

Councillor 

ANC 

Proportional 

Mani. M, 

Councillor 

ANC 

Proportional 

Dyonase, Z. 

Councillor 

ANC 

Ward 

Bobotyana, H,C, 

Councillor 

ANC 

Ward 

Kraqa, N, 

Councillor 

ANC 

Ward 

Mjezu, K. 

Councillor 

UDM 

Proportional 

Nkasela, K. 

Councillor 

ANC 

Proportional 

Greyling, P, 

Councillor 

DA 

Proportional 

Nobaza, P, 

Councillor 

ANC 

Ward 

Gwegwana, L. 

Councillor 

ANC 

Ward 

KomanI, B. 

Councillor 

ANC 

Ward 

Papiso, Z, 

Councillor 

ANC 

Ward 

Mketsu. Z. 

Councillor 

COPE 

Proportional 

Kwatshana, T. 

Councillor 

PAM 

Proportional 


APPROVAL OF FINANCIAL STATEMENTS 

I am responsible for the preparation of these annual financial statements, which are set 
out on pages 1 to 72 in terms of Section 126 (1) of the Municipal Finance Management 
Act and which I have signed on behalf of the Municipality, 



NJ Kwepile 

MUNICIPAL MANAGER 


2 ? 1 

Date 
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EIMALAHLENI MUNICIPALITY 
STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2012 


NET ASSETS AND LIABILITIES 
Net Assets 

Accumulated Surplus/(DQficit) 

Non-Current Liabilities 

Long-term Liabilities 
Employee benefits 
Non-Current Provisions 

Current Liabilities 

Consumer Deposits 

Current Employee benefits 

Payables from exchange transactions 

Unspent Conditional Government Grants and Receipts 

Current Portion of Long-term Llabiiilies 

Total Net Assets and Liabilities 
ASSETS 

Non-Current Assets 

Property, Plant and Equipment 
Investment Property 
Intangible Assets 


Current Assets 
Inventory 

Receivables from exchange transactions 
Receivables from non-excharige transactions 
Unpaid Conditional Government Grants and Receipts 
Operating Lease Asset 
Taxes 

Cash and Cash Equivalents 
Total Assets 


Notes Z012 2011 

R R 


449,466,802 503,000,687 



449,466,302 

503,000,587 


7,331,944 

5,191,906 

1 

1,104,842 

_ 

2 

3,518,623 

2,613,884 

3 

2.708,476 

2,578.022 


16,956,901 

11,268,649 

4 

152,813 

34,428 

6 

5.874,146 

3,003,348 

6 

6,498,802 

3,737,989 

7 

3,138,174 

4,397,734 

1 

292,966 

85,169 


472,755,846 

519,451,142 



■■ 


392,436,469 

409,540,810 

9 

367,142.242 

384,000,517 

10 

25,008,529 

25,112,735 

11 

285,698 

427,558 


80,319,178 

109,910,332 

12 

373,402 

247,775 

13 

27,137,665 

29,227,349 

14 

1,585,449 

1,925,808 

7 

5,663,272 

22,581,392 

16 

76,042 

48,042 

S 

3,075,757 

12,122.970 

16 

42,427,590 

43,756,996 


472,755,646 

519,451,142 
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EWIALAHLENI MUNICIPALITY 


STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2012 




2012 

2011 

2011 

2011 





Correction 



Notes 

Actual 

Restated 


Previously 





Error 

reported 



R 

R 

R 

R 

REVENUE 






Revertue frcini Non^exchange Transactions 


77,066,196 

85,859,269 

30,082,508 

53,712,189 

Taxation Revenue 


3,397,136 

2,264,464 

(1,032,286) 

1,232,178 

Properly rates 

17 

3,397.136 

2.264,464 

(1,032,286) 

1.232,178 

Transfer Revenue 


73,573,763 

83,554,205 

31,074,194 

52,480,011 

Government Grants and Subsidies * Capital 

1S 

1.425,468 

23,016,997 

(29,463.014) 

52.480,01 1 

Government Grants and Subsidies • Operating 

IS 

72,140,295 

60,537,208 

60,537,208 

- 

Other Revenue 


96,297 

40,600 

40.600 

- 

Actuarial Gains 


. 

40.600 

40,600 


Fines 


632 

. 

_ 


Reversal of Debt Impairment 


94,685 

- 

- 

- 

Revenue from Exchange Transactions 


49,694,748 

11,806,788 

(218,903) 

12,024,691 

Service Charges 

19 

14.743,226 

6,873,927 

(446,107) 

7,320,034 

Rental of Facilities and Equipment 


739,147 

606,473 

(15,689) 

622,162 

interest Earned • external Investmanis 


1,911,317 

1,568,615 

. 

1,588,615 

Interest Earned - outstanding debtors 


5,610,555 

2,185,868 

(12,300) 

2,198,167 

Licences and Permits 


4,783 

2,137 

2,137 

_ 

Agency Services 


324,512 

233,633 

209,873 

23,760 

Other Income 

20 

28,321,205 

315,135 

43,182 

271,953 

Total Revenue 


126.720.943 

97,666,056 

29,863,605 

65,736,879 

EXPENDITURE 






Employee related costs 

Z1 

40,637,379 

27,039,501 

398,629 

26,640,872 

Remuneration of Councillors 

22 

6,289,899 

6,654,362 

(6,960) 

6,661,323 

Debt Impairment 

23 

45,237.255 

7,701.769 

. 

7,791.769 

Depreciation end Amortisation 

24 

20,118,519 

19,480,249 

19,480,249 

_ 

Impairments 


577,880 


_ 


Repairs and Malnienance 


5,927,343 

2,438,136 

30,668 

2,407,468 

Actuarial losses 

2 

348,606 

197,974 

197.974 


Finance Charges 

26 

340,445 

216,303 

195,505 

20,798 

Bulk Purchases 

26 

9,899,328 

7,290,551 

. 

7,290,551 

Other Operating Grant Expenditure 

27 

11,199.724 

10,842.446 

10,842,446 


Administration and Management Fees paid 


- 

- 

283,870 

(283.870) 

General Expenses 

28 

37,898.351 

14,844,633 

(10,049,691) 

24,694,324 

Total Expenditure 


180,254,728 

96,696,924 

21,372,689 

75,223,235 

NET SURPLUS/(DEFICIT) FOR THE YEAR 


{53,533,785) 

1,069,132 

8,490,916 

(9,486,355) 
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EMALAHLENI MUNICIPALITY 


STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2012 


Balance atl JULY 2010 

Correction of error/Change in accounting policy 

Restated Balance at 1 JULY 2010 
Net Surplus for the year 

Balance at 30 JUNE 2011 
Net Deficit for the year 
Balance at 30 JUNE 2012 


Accumulated 

Surplus/fDeflcit) 

Total 

R 

R 

255,114,781 

255,114,781 

246,816,673 

246,816,673 

£01,931,454 

1,069,132 

501,931,464 

1,069,132 

503,000,587 

503,000,587 

(53.S33,765) 

{53,533,785) 

449,466,802 

449,486,802 
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EMALAHLENl MUNICIPALITY 


CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2012 




30 JUNE 2012 

30 JUNE 2011 

CASH FLOW FROM OPERATING ACTIVITIES 

Notes 

R 

R 

Receipts 

Ratepayers and other 


18 463 657 

16176 033 

Government - operating 


72 148 205 

60 537 208 

Government capital 


1 425 46S 

23 016 997 

Interest 


7 521 872 

3 774 483 

Payments 

Suppliers and employees 


(98 392 218) 

(73 331 700) 

Finance charges 

2S 

(340 445) 

(21 a 303) 

Cash goncrated by operations 

30 

831 620 

29 966 718 

CASH FLOW FROM INVESTING ACTIVITIES 

Purchase of Property, Plant and Equipment 

9 

(2 998 199) 

(25 938 563) 

Net Cash from Investing Activities 


(2 998 199) 

(25 038 563) 

CASH FLOW FROM FINANCING ACTIVITIES 

Loans repaid 


(125 431) 

(105 609) 

New loans raised 


844 210 

- 

(Decreasej/lncrease in Consumer Deposits 


118 385 

(52 290) 

Net Cash from Financing Activities 


837 164 

(167 898} 

NET (INCREASE) /DECREASE IN CASH AND CASH EQUIVALENTS 


-1 329 408 

3 860 257 

Cash and Cash Equivalents at the beginning of the year 


43 756 996 

39 896 739 

Cash and Cash Equivalents at the end of the year 

31 

42 427 500 

43 766 996 

NET INCREASE / (DECREASE) IN CASH AND CASH EQUIVALENTS 


-1 329 406 

3 860 257 
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EM A LAHLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 


L ACCOUNTING PRINCIPLES AND POLICIES APPLIED IN THE FINANCIAL STATEMENTS 
1.1. BASIS OF PREPARATION 

The annual financial statements have been prepared on an accrual basis of accounting and 
are in accordance with historical cost convention unless specified otherwise. 

The annual financial statements have been prepared in accordance with the Municipal 
Finance Management Act (MFMA) and effective standards of Generally Recognised 
Accounting Practices (GRAP), including any interpretations and directives issued by the 
Accounting Standards Board (ASB) in accordance with Section 122(3) of the Municipal 
Finance Management Act, (Act No 66 of 2003), 

Accounting policies for material transactions, events or conditions not covered by the GRAP 
reporting framework, have been developed in accordance with paragraphs 8,10 and 11 of 
GRAP 3 (Revised - February 2010) and the hierarchy approved in Directive 5 issued by the 
Accounting Standards Board 


The Municipality resolved to early adopt the following GRAP standards which have been 
issued but are not effective yet. 


Standard 

Description 

Effective Date 

GRAP 1 (Revised - Mar 2012) 

Presentation of Financial Statements 

1 April 201 3 

GRAP 2 (Revised ^ Feb 2010) 

Cash Flow Statements 

1 April 201 1 

GRAP 3 (Revised ^ Feb 2010) 

Accounting Policies, Changes in 
Accounting Estimates and Errors 

1 April 201 1 

GRAP 4 (Revised - Feb 2010) 

The Effects of changes in Foreign 
Exchange Rates 

1 April 201 1 

GRAP 9 (Revised - Mar 2012) 

Revenue from Exchange Transactions 

1 April 2013 

GRAP 10 (Revised - Feb 2010) 

Financial Reporting in Hyperinflationary 
Economics 

1 April 201 1 

GRAPH (Revised -Feb 2010) 

Construction Contracts 

1 April 201 1 

GRAP 12 (Revised - Mar 2012) 

inventories 

1 April 201 3 

GRAP 13 (Revised - Mar 2012) 

Leases 

1 April 201 3 

GRAP 14 (Revised - Feb 2010) 

Events after the reporting date 

1 April 201 1 

GRAP 16 (Revised - Mar 2012) 

Investment Property 

1 April 2013 

GRAP 17 (Revised - Mar 2012) 

Property, Plant and Equipment 

1 April 2013 

GRAP 19 (Revised - Feb 2010) 

Provisions, Contingent Liabilities and 
Contingent Assets 

1 April 201 1 

GRAP 21 (Original - Mar 2009) 

Impairment of non-cash-generating 
assets 

1 April 2012 

GRAP 23 (Original - Feb 2008) 

Revenue from Non-Exchange 

Transactions 

1 April 2012 


EMALAHLENl MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 


GRAP 26 (Original ^ Nov 2009) 

Employee Benefits 

1 April 2013 

GRAP 26 (Original - Mar 2009) 

Impairment of cash-generating assets 

1 April 2012 

GRAP 27 (Revised - Mar 2012) 

Agriculture 

1 April 201 3 

GRAP 31 (Revised - Mar 2012) 

Intangible Assets 

1 April 201 3 

GRAP 100 

(Revised - Feb 2010) 

Non-current Assets held for Sale and 
Discontinued Operations 

1 April 201 1 

GRAP 104 (Original ^ Oct 2009) 

Financial Instruments 

1 April 2012 

IGRAP 16 (Issued ^ Mar 2012) 

Intangible Assets - Website Costs 

1 April 2013 


The Municipality resolved to formulate an accounting policy based on the following GRAP 
standards which have been issued but are not effective yet. 


Standard 

Description 

Effective Date 

GRAP 20 

Related Parties 

Unknown 


A summary of the significant accounting policies, which have been consistently applied 
except where an exemption or transitional provision has been granted, are disclosed below. 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is 
permitted or required by a Standard of GRAP. 

The accounting policies applied are consistent with those used to present the previous year's 
financial statements, unless explicitly stated. The details of any changes in accounting 
policies are explained in the relevant notes to the Financial Statements. 

In terms of Directive 7: "The Application of Deemed Cost on the Adoption of Standards of 
GRAP" issued by the Accounting Standards Board, the Municipality applied deemed cost to 
Investment Property. Property, Plant and Equipment and Intangible where the acquisition 
cost of an asset could not be determined. 


1.2. PRESENTATION CURRENCY 

Amounts reflected in the financial statements are in South African Rand and at actual 
values. Financial values are rounded to the nearest one Rand, No foreign exchange 
transactions are included in the statements. 


1.3. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 


Page I 8 


EMALAHLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 


-lA COMPARATIVE INFORMATION 

When the presentation or classification of items in the annual financial statements is 
amended, prior period comparative amounts are restated, unless a standard of GRAP does 
not require the restatements of comparative information. The nature and reason for the 
reclassification is disclosed. Where material accounting errors have been identified in the 
current year, the correction is made retrospectively as far as is practicable, and the prior year 
comparatives are restated accordingly. Where there has been a change in accounting policy 
in the current year, the adjustment is made retrospectively as far as is practicabie, and the 
prior year comparatives are restated accordingly. 


1.5. MATERIALITY 

Material omissions or misstatements of items are material if they could, individually or 
collectively, influence the decision or assessments of users made on the basis of the 
financial statements. Materiality depends on the nature or size of the omission or 
misstatements judged in the surrounding circumstances. The nature or size of the 
information item, or a combination of both, could be the determining factor. Materiality is 
determined as 1 % of total expenditure. 


1.6. PRESENTATION OF BUDGET INFORMATION 

As noted, GRAP 24 is not effective yet, however budget information required in terms of 
GRAP 1 (Revised - March 2012) paragraph 11 to 14 have been disclosed in the financial 
statements. The presentation of budget information was prepared in accordance with the 
best practice guidelines issued by National Treasury. 

1.7. STANDARDS. AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT 
NOT YET EFFECTIVE 


The following GRAP standards have been issued but are not yet effective and have not been 
early adopted by the Municipality: 


Standard 

Description 

Effective Date 

GRAP 6 

(Revised - Nov 201 0 

Consolidated and Separate Financial 
Statements 

1 April 2011 


The objective of this Standard Is to prescribe the 
circumstances in which consolidated and 
separate financial statements are to be prepared 
and the information to be included in those 
financial statements so that the consolidated 
financial statements reflect the financial 
performance, financial position and cash flows of 
an economic entity as a single entity. 



No significant impact is expected as the 
Municipality does not have any entities at this 
stage to be consolidated. 


GRAP 7 

(Revised - Mar 2012) 

Investments in Associate 

This Standard prescribes the accounting 
treatment for investments in ioint ventures where 

Unknown 
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EMALAHLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 



the investment in the associate leads to the 
holding of an ownership interest in the form of a 
shareholding or other form of interest in the net 
assets. 

No significant impact is expected as the 
Municipality does not participate in such business 
transactions. 


GRAP 8 

(Revised - Nov 2010) 

Interest in Joint Ventures 

The objective of this Standard is to prescribe the 
accounting treatment of jointly controlled 
operations, jointly controlled assets and jointly 
controlled entities and to provide alternatives for 
the recognition of interests in jointly controlled 
entities. 

No significant impact is expected as the 
Municipality is not involved in any joint ventures. 

1 April 2011 

GRAP 18 

(Original - Feb 2011) 

Segment Reporting 

The objective of this Standard is to establish 
principles for reporting financial information by 
segments. 

information to a large extent is already included in 
the appendices to the annual financial statements 
which do not form part of the audited financial 
statements. 

Unknown 

GRAP 24 

(Original - Nov 2007) 

Presentation of Budget Information in 
Financial Statements 

This Standard requires a comparison of budget 
mounts and the actual amounts arising from 
execution of the budget to be included in the 
financial statements of entities that are required 
to, or elect to, make publicly available their 
approved budget(s) and for which they are, 
therefore, held publicly accountable. The 
Standard also requires disclosure of an 
explanation of the reasons for material differences 
between the budget and actual amounts. 

Information to a large extent is already included in 
the notes to the annual financial statements and 
the impact is assessed to not be significant. 

1 April 2012 

GRAP 103 

(Original - July 2008) 

Heritage Assets 

The objective of this Standard is to prescribe the 
accounting treatment for heritage assets and 
related disclosure requirements. 

No adjustments necessary as the Municipality 
has no significant heritage assets other than the 
assets currently accounted for in terms of GRAP 

1 April 2012 


Page I 10 


EMALAHLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 



17. 


GRAP 105 

Transfer of Functions Between Entities Under 

Unknown 

(Original - Nov 2010) 

Common Control 

The objective of this Standard is to establish 
accounting principles for the acquirer and 
transferor in a transfer of functions between 
entities under common control. 

No significant impact is expected as the 
Municipality does not participate in such business 
transactions. 


GRAP 106 

Transfer of Functions Between Entities Not 

Unknown 

(Original - Nov 2010) 

Under Common Control 

The objective of this Standard is to establish 
accounting principles for the acquirer in a transfer 
of functions between entities not under common 
control. 

No significant impact is expected as the 
Municipality does not participate in such business 
transactions. 


GRAP 107 

Mergers 

Unknown 

(Original - Nov 2010) 

The objective of this standard is to establish 
accounting principles for the combined entity and 
combining entities in a merger. 

No significant impact is expected as the 
Municipality does not participate in such business 
transactions. 


IGRAP 12 

Jointly Controlled Entities non-monerary 
contributions 

The objective of this Interpretation of the 
Standard is to prescribe the treatment of 
profit/loss when an asset is sold or contributed by 
the venturer to a Jointly Controlled Entity (JCE). 

No significant impact is expected as the 
Municipality does not have any JCE’s at this 
stage. 



These standards, amendments and interpretations will not have a significant impact on the 
Municipality once implemented. 
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EM A LA HLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 


L8* RESERVES 

I.B. 1 Capita! Replacement Reserve (CRR) 

In order to finance the provision of infrastructure and other items of property, plant and 
equipment from internal sources, amounts are transferred from the accumulated 
surplus/(deficit) to the CRR. The cash in the CRR can only be utilized to finance items of 
property, plant and equipment. The CRR is reduced and the accumulated 
surplus/(deficit) are credited by a corresponding amount when the amounts in the CRR 
are utilized. 


1.8.2 Valuations Reserve 

The aim of this reserve is to ensure sufficient cash resources are available to undertake a 
General Valuation as per the Municipal Property Rates Act, 

The contribution to this reserve should be approximately 25% of the anticipated cost of 
the General Valuation. 


1.9* LEASES 

1.9. 1 Municipality as Lessee 

Leases are classified as finance leases where substantially all the risks and rewards 
associated with ownership of an asset are transferred to the Municipality. Property, plant 
and equipment or intangible assets (excluding licensing agreements for such items as 
motion picture films, video recordings, plays, manuscripts, patents and copyrights) 
subject to finance lease agreements are initially recognised at the lower of the asset's fair 
value and the present value of the minimum lease payments. The corresponding 
liabilities are initially recognised at the inception of the lease and are measured as the 
sum of the minimum lease payments due in terms of the lease agreement, discounted for 
the effect of interest. In discounting the lease payments, the Municipality uses the 
interest rate that exactly discounts the lease payments and unguaranteed residual value 
to the fair value of the asset plus any direct costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with 
the stated accounting policies applicable to property, plant and equipment or intangibles. 
The lease liability is reduced by the lease payments, which are allocated between the 
lease finance cost and the capital repayment using the effective interest rate method. 
Lease finance costs are expensed when incurred. The accounting policies relating to de- 
recognition of financial instruments are applied to lease payables. 

Operating leases are those leases that do not fall within the scope of the above definition. 
Operating lease rentals are recognised on a straight-line basis over the term of the 
relevant lease. The difference between the straight-lined expenses and actual payments 
made will give rise to a liability. The Municipality shall recognise the aggregate benefit of 
incentives as a reduction of rental expense over the lease term, on a straight-line basis 
unless another systematic basis is representative of the time pattern of the lessee's 
benefit from the use of the leased asset. 

1.9.2 Municipality as Lessor 

Under a finance lease, the Municipality recognises the lease payments to be received in 
terms of a lease agreement as an asset (receivable). The receivable is calculated as the 


EMALAHLENl MUNICIPAUTY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 


sum of all the minimum lease payments to be received, plus any unguaranteed residual 
accruing to the Municipality, discounted at the interest rate implicit in the lease. The 
receivable is reduced by the capital portion of the lease instalments received, with the 
interest portion being recognised as interest revenue on a time proportionate basis. The 
accounting policies relating to de-recognition and impairment of financial instruments are 
applied to lease receivables. 

Operating leases are those leases that do not fall within the scope of the above definition. 
Operating lease revenue is recognised on a straight-tine basis over the term of the 
relevant lease. The difference between the straight-lined revenue and actual payments 
received will give rise to an asset. The Municipality shall recognise the aggregate cost of 
incentives as a reduction of rental revenue over the lease term, on a straight- line basis 
unless another systematic basis is representative of the time pattern over which the 
benefit of the leased asset is diminished. 


1.10. UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 

Conditional government grants are subject to specific conditions. If these specific 
conditions are not met, the monies received are repayable. 

Unspent conditional grants are financial liabilities that are separately reflected on the 
Statement of Financial Position, They represent unspent government grants, subsidies 
and contributions from the public. 

This liability always has to be cash-backed. The following provisions are set for the 
creation and utilisation of this creditor: 

• Unspent conditional grants are recognised as a liability when the grant is received. 

• When grant conditions are met an amount equal to the conditions met are transferred 
to revenue in the Statement of Financial Performance, 

• The cash which backs up the creditor is invested as individual investment or part of 
the general investments of the Municipality until it is utilised, 

• Interest earned on the investment is treated in accordance with grant conditions. If it 
Is payable to the funder it is recorded as part of the creditor. If it is the Municipality's 
interest it is recognised as interest earned in the Statement of Financial Performance. 


1.11. UNPAID CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 

Unpaid conditional grants are assets in terms of the Framework that are separately 
reflected on the Statement of Financial Position. The asset is recognised when the 
Municipality has an enforceable right to receive the grant or if it is virtually certain that it 
will be received based on that grant conditions have been met. They represent unpaid 
government grants, subsidies and contributions from the public. 

The following provisions are set for the creation and utilisation of the grant is receivables; 

• Unpaid conditional grants are recognised as an asset when the grant is receivable. 


1.10 UNSPENT PUBLIC CONTRIBUTIONS 

Public contributions are subject to specific conditions. If these specific conditions are not 
met. the monies received are repayable. 
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Unspent public contributions are financial liabilities that are separately reflected on the 

Statement of Financial Position. They represent unspent contributions from the public. 

This liability always has to be cash-backed. The following provisions are set for the 

creation and utilisation of this creditor: 

• Unspent public contributions are recognised as a liability when the grant is received. 

• When grant conditions are met an amount equal to the conditions met are transferred 
to revenue in the Statement of Financial Performance. 

• The cash which backs up the creditor is invested as individual investment or part of 
the general investments of the municipality until it is utilised, 

• Interest earned on the investment is treated in accordance with the public 
contribution conditions. If it is payable to the funder it is recorded as part of the 
creditor. If it is the municipality's interest it is recognised as interest earned in the 
Statement of Financial Performance. 


1.12. PROVISIONS 

Provisions are recognised when the Municipality has a present legal or constructive 
obligation as a result of past events, it Is possible that an outflow of resource embodying 
economic benefits or service potential will t3e required to settle the obligation and a reliable 
estimate of the provision can be made. Provisions are reviewed at reporting date and 
adjusted to reflect the current best estimate of future outflows of resources. Where the effect 
is material, non-current provisions are discounted to their present value using a discount rate 
that reflects the market's current assessment of the time value of money, adjusted for risks 
specific to the liability (for example in the case of obligations for the rehabilitation of land). 

The Municipality does not recognise a contingent liability or contingent asset. A contingent 
liability is disclosed unless the possibility of an outflow of resources embodying economic 
benefits is remote, A contingent asset is disclosed where an inflow of economic benefits is 
possible. 

Future events that may affect the amount required to settle an obligation are reflected in the 
amount of a provision where there Is sufficient objective evidence that they will occur. Gains 
from the expected disposal of assets are not taken into account in measuring a provision. 
Provisions are not recognised for future operating losses. The present obligation under an 
onerous contract is recognised and measured as a provision. 

A provision for restructuring costs is recognised only when the following criteria over and 
above the recognition criteria of a provision have been met: 

(a) The Municipality has a detailed formal plan for the restructuring identifying at least; 

• the business or part of a business concerned; 

• the principal locations affected; 

• the location, function and approximate number of employees who will be 
compensated for terminating their services; 

• the expenditures that will be undertaken; and 

• when the plan will be implemented. 

(b) The Municipality has raised a valid expectation in those affected that it will carry out the 
restructuring by starting to implement that plan or announcing its main features to those 
affected by it. 
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The amount recognised as a provision shall be the best estimate of the expenditure required 
to settle the present obligation at the reporting date. 

If it is no longer probable that an outflow of resources embodying economic benefits or 
service potential will be required to settle the obligation, the provision shall be de- 
recognised.. 


1.13. EMPLOYEE BENEFITS 

(a) Post Retiremant Madical Obligations 

The Municipality provides post-retirement medical benefits by subsidizing the medical 
aid contributions of certain retired staff according to the rules of the medical aid funds. 
Council pays 60% as contribution and the remaining 40% are paid by the members. 
The entitlement to these benefits is usually conditional on the employee remaining in 
service up to retirement age and the completion of a minimum service period. The 
present value of the defined benefit liability is actuarially determined in accordance with 
GRAP 25 - Employee benefits (using a discount rate applicable to high quality 
government bonds). The plan is unfunded. 

These contributions are charged to the Statement of Financial Performance when 
employees have rendered the service entitling them to the contribution. The liability 
was calculated by means of the projected unit credit actuarial vaiuation method. The 
liability in respect of current pensioners is regarded as fully accrued, and is therefore 
not split between a past (or accrued) and future in-service element. The liability is 
recognised at the fair value of the obligation. Payments made by the Municipality are 
set-off against the liability, including notional interest, resulting from the vaiuation by the 
actuaries and are charged against the Statement of Financial Performance as 
employee benefits upon valuation. 

Actuarial gains and losses arising from the experience adjustments and changes in 
actuarial assumptions, is charged or credited to the Statement of Financial 
Performance in the period that it occurs. These obligations are valued periodically by 
independent qualified actuaries. 

(b) Long Se/v/c© A wards 

Long service awards are provided to employees who achieve certain pre-determined 
milestones of service within the Municipality, The Municipality's obligation under these 
plans is valued by independent qualified actuaries periodically and the corresponding 
liability is raised. Payments are set-off against the liability, including notional interest, 
resulting from the valuation by the actuaries and are charged against the Statement of 
Financial Performance as employee benefits upon valuation. Defined benefit plans are 
post-employment plans other than defined contribution plans. 

Actuarial gains and losses arising from the experience adjustments and changes in 
actuarial assumptions, is charged or credited to the Statement of Financial 
Performance in the period that It occurs. These obligations are valued periodically by 
independent qualified actuaries. 


(c) Provision for Staff Leave 
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Liabilities for annual leave are recognised as they accrue to employees. The liability is 
based on the total amount of leave days due to employees at year end and also on the 
total remuneration package of the employee. 

Accumulating leave is carried forward and can be used in future periods if the current 
period's entitlement is not used in full. All unused leave will be paid out to the specific 
employee at the end of that employee's employment term. 

Accumulated leave is vesting, 

(d) Staff Bonuses Accrued 

Liabilities for staff bonuses are recognised as they accrue to employees. The liability at 
year end is based on bonus accrued at year end for each employee. 

(e) Provision for Performance Bonuses 

A provision, in respect of the liability relating to the anticipated costs of performance 
bonuses payable to Section 57 employees, is recognised as it accrue to Section 57 
employees . Municipal entities' performance bonus provisions are based on the 
employment contract stipulations as well as previous performance bonus payment 
trends. 

(f) Pension and retirement fund obligations 

The Municipality provides retirement benefits for its employees and councillors. Defined 
contribution plans are post-employment benefit plans under which an entity pays fixed 
contributions into a separate entity (a fund) and will have no legal or constructive 
obligation to pay further contributions if the fund does not hold sufficient assets to pay 
all employee benefits relating to employee service in the current and prior periods. The 
contributions to fund obligations for the payment of retirement benefits are charged 
against income in the year they become payable. Defined benefit plans are post- 
employment benefit plans other than defined contribution plans. The defined benefit 
funds, which are administered on a provincial basis, are actuarially valued tri-annually 
on the projected unit credit method basis. Deficits identified are recovered through lump 
sum payments or increased future contributions on a proportional basis to alt 
participating municipalities. The contributions and lump sum payments are charged 
against income in the year they become payable. Sufficient information is not available 
to use defined benefit accounting for a multi-employer plan. As a result, defined benefit 
plans have been accounted for as if they were defined contribution plans, 

(g) Other Short-term Employee Benefits 

When an employee has rendered service to the entity during a reporting period, the 
entity recognises the undiscounted amount of short-term employee benefits expected to 
be paid in exchange for that service: 

• as a liability (accrued expense), after deducting any amount already paid. If the 
amount already paid exceeds the undiscounted amount of the benefits, the entity 
recognises that excess as an asset (prepaid expense) to the extent that the 
prepayment will lead to, for example, a reduction in future payments or a cash refund; 
and 

• as an expense, unless another Standard requires or permits the inclusion of the 
benefits in the cost of an asset. 


Page I 1 6 


EMALAHLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 


1 .14. BORROWING COSTS 

Borrowing costs directly attributable to the acquisition, construction or production of 
qualifying assets are capitalised to the cost of that asset unless it is inappropriate to do 
so. The amount of borrowing costs that the Municipality capitalises during a period shall 
not exceed the amount of borrowing costs it incurred during that period. The Municipality 
ceases the capitalisation of borrowing costs when substantially all the activities to 
prepare the asset for its intended use or sale are complete. . Borrowing costs incurred 
other than on qualifying assets are recognised as an expense In the Statement of 
Financial Performance when incurred. 


1.15. PROPERTY, PLANT AND EQUIPMENT 

1.15.1 tnitiat Recognition 

Property, plant and equipment are tangible non-current assets (including infrastructure 
assets) that are held for use in the production or supply of goods or services, rental to 
others, or for administrative purposes, and are expected to be used during more than one 
year. The cost of an item of property, plant and equipment shall be recognised as an 
asset if, and only if it is probable that future economic benefits or service potential 
associated with the item will flow to the entity, and the cost or fair value of the item can be 
measured reliably. Items of property, plant and equipment are initially recognised as 
assets on acquisition date and are initially recorded at cost. The cost of an item of 
property, plant and equipment is the purchase price and other costs attributable to bring 
the asset to the location and condition necessary for it to be capable of operating in the 
manner intended by the Municipality. Trade discounts and rebates are deducted in 
arriving at the cost. The cost also includes the necessary costs of dismantling and 
removing the asset and restoring the site on which it is located. 

When significant components of an item of property, plant and equipment have different 
useful lives, they are accounted for as separate items (major components) of property, 
plant and equipment. 

Where an asset is acquired by the Municipality for no or nominal consideration (i,e. a 
non-exchange transaction), the cost is deemed to be equal to the fair value of that asset 
on the date acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non- 
monetary asset or monetary assets, or a combination of monetary and non-monetary 
assets, the assets acquired is initially measured at fair value (the cost). It the acquired 
item's fair value was not determinable, it's deemed cost is the carrying amount of the 
asset(s) given up. 

Major spare parts and servicing equipment qualify as property, plant and equipment when 
the municipality expects to use them during more than one period. Similarly, if the major 
spare parts and servicing equipment can be used only in connection with an item of 
property, plant and equipment, they are accounted for as property, plant and equipment. 

1.15.2 Subsequent Measurement - Cost Model 

Subsequent to initial recognition, items of property, plant and equipment are measured at 
cost less accumulated depreciation and any accumulated impairment losses. Land is not 
depreciated as it is deemed to have an indefinite useful life. 
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Where the Municipality replaces parts of an asset, it derecognises the part of the asset 
being replaced and capitalises the new component. Subsequent expenditure incurred on 
an asset is capitalised when it increases the capacity or future economic benefits 
associated with the asset, 


1. 15.3 Depreciation and Impairment 

Depreciation is calculated on the depreciable amount, using the straight-line method over 
the estimated useful lives of the assets. Depreciation of an asset begins when it is 
available for use, i,e. when it is in the location and condition necessary for it to be 
capable of operating in the manner intended by management. Components of assets that 
are significant in relation to the whole asset and that have different useful lives are 
depreciated separately. The estimated useful lives, residual values and depreciation 
method are reviewed at each year end, with the effect of any changes in estimate 
accounted for on a prospective basis. The annual depreciation rates are based on the 
following estimated useful lives: 



Years 


Years 

Infrastructure 


Other 


Roads and Paving 

30 

Buildings 

100 

Pedestrian Malls 

30 

Specialist vehicles 

10 

Electricity 

20-30 

Other vehicles 

5 

Water 

15-20 

Office equipment 

3-7 

Sewerage 

15-20 

Furniture and fittings 

7-10 

Housing 

30 

Watercraft 

15 



Bins and containers 

5 

Community 


Specialised plant and 


Buildings 

100 

Equipment 

10-15 

Recreational Facilities 

20-30 

Other plant and 


Security 

5 

Equipment 

2-5 

Halls 

20-100 

Landfill sites 

15 

Libraries 

20-100 

Quarries 

25 

Parks and gardens 

15-20 

Emergency equipment 

10 

Other assets 

15-20 

Computer equipment 

3 


Finance lease assets 

Office equipment 5 

Other assets 5 

Property, plant and equipment are reviewed at each reporting date for any indication of 
impairment. If any such indication exists, the asset's recoverable amount is estimated. 
The impairment charged to the Statement of Financial Performance is the excess of the 
carrying value over the recoverable amount. 

An impairment is reversed only to the extent that the asset’s carrying amount does not 
exceed the carrying amount that would have been determined had no impairment been 
recognised. A reversal of impairment is recognised in the Statement of Financial 
Performance. 

1.15.4 De-recognition 

Items of property, plant and equipment are derecognised when the asset is disposed or 
when there are no further economic benefits or service potential expected from the use of 
the asset. The gain or loss arising on the disposal or retirement of an item of property, 
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piBnt and equipment is determined as the difference between the safes proceeds and the 
carrying value and is recognised in the Statement of Financial Performance, 

f. 75, 5 Land and buildings and Other Assets - application of deemed cost (Directive 7) 

The Municipality opted to take advantage of the transitional provisions as contained in 
Directive 7 of the Accounting Standards Board, issued in December 2009, The 
Municipality applied deemed cost where the acquisition cost of an asset could not be 
determined. For Land and Buildings the fair value as determined by a valuator was used 
in order to determine the deemed cost as on 1 July 2008, For Other Assets the 
depreciation cost method was used to establish the deemed cost as on 1 July 2008, 


1.16. INTANGIBLE ASSETS 
1,16.1 Initial Recognition 

An intangible asset is an identifiable non-monetary asset without physical substance. 

An asset meets the identif lability criterion in the definition of an intangible asset when it: 

■ is separable, i.e. is capable of being separated or divided from the entity and sold, 
transferred, licensed, rented or exchanged, either individually or together with a 
related contract, asset or liability; or 

• arises from contractual rights (including rights arising from binding arrangements) or 
other legal rights (excluding rights granted by statute), regardless of whether those 
rights are transferable or separable from the entity or from other rights and obligations. 

The Municipality recognises an intangible asset in its Statement of Financial Position only 
when it Is probable that the expected future economic benefits or service potential that 
are attributable to the asset will flow to the Municipality and the cost or fair value of the 
asset can be measured reliably. 

Internally generated intangible assets are subject to strict recognition criteria before they 
are capitalised. Research expenditure is never capitalised, while development 
expenditure is only capitalised to the extent that: 

• the Municipality intends to complete the intangible asset for use or sale; 

• it is technically feasible to complete the intangible asset; 

• the Municipality has the resources to complete the project; and 

• it is probable that the municipality will receive future economic benefits or service 
potential. 

Intangible assets are initially recognised at cost. 


Where an intangible asset is acquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary and non-monetary assets, the asset acquired is 
initially measured at fair value (the cost). If the acquired item’s fair value was not 
determinable, it’s deemed cost is the carrying amount of the asset(s) given up. 

1.16.2 Subsequent Measurement - Cosf Model 

Intangible assets are subsequently carried at cost less accumulated amortisation and any 
accumulated impairments losses. The cost of an intangible asset is amortised over the 
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useful life where that useful life is finite. Where the useful life Is indefinite, the asset is not 
amortised but is subject to an annual impairment test. 

Amortisation and Impairment 

Amortisation is charged so as to write off the cost or valuation of intangible assets over 
their estimated useful lives using the straight line method. Amortisation of an asset 
begins when it is available for use, i.e. when it is in the condition necessary for it to be 
capable of operating In the manner intended by management. Components of assets that 
are significant in relation to the whole asset and that have different useful lives are 
amortised separately. The estimated useful lives, residual values and amortisation 
method are reviewed at each year end, with the effect of any changes in estimate 
accounted for on a prospective basis. The annual amortisation rates are based on the 
following estimated useful lives: 

Intangible Assets Years 

Computer Software 5 

Computer Software Licenses 5 

1.16.4 De-recognition 

Intangible assets are derecognised when the asset is disposed or when there are no 
further economic benefits or service potential expected from the use of the asset. The 
gain or loss arising on the disposal or retirement of an intangible asset is determined as 
the difference between the sales proceeds and the carrying value and is recognised in 
the Statement of Financial Performance. 

1.16.5 A pplication of deemed cost (Directi ve 7) 

The iVlunicipality opted to take advantage of the transitional provisions as contained in 
Directive 7 of the Accounting Standards Board, issued in December 2009. The 
Municipality applied deemed cost where the acquisition cost of an asset could not be 
determined. For Intangible Assets the depreciation cost method was used to establish 
the deemed cost as on 1 July 2008. 

1.17. INVESTMENT PROPERTY 

1.17.1 Initial Recognition 

Investment property shall be recognised as an asset when, and only when; 

* it is probable that the future economic benefits or service potential that are 
associated with the investment property will flow to the entity, and 

* the cost or fair value of the investment property can be measured reliably. 

Investment property includes property (land or a building, or part of a building, or both 
land and buildings held under a finance lease) held to earn rentals and/or for capital 
appreciation, rather than held to meet service delivery objectives, the production or 
supply of goods or services, or the sale of an asset in the ordinary course of operations. 
Properly with a currently undetermined usage, is also classified as investment property. 

At initial recognition, the Municipality measures Investment property at cost including 
transaction costs once it meets the definition of investment property. However, where an 
investment property was acquired through a non-exchange transaction (I.e. where it 
acquired the investment property for no or a nominal value), its cost is its fair value as at 
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the date of acquisition. The cost of selLconstructed investment property is measured at 
cost. 

Transfers are made to or from investment property only when there is a change in use. 
For a transfer from investment property to owner occupied property, the deemed cost for 
subsequent accounting is the fair value at the date of change in use. If owner occupied 
property becomes an investment property, the Municipality accounts for such property in 
accordance with the policy stated under property, plant and equipment up to the date of 
change in use. 

7. 17.2 Subsequent Measurement - Cost Model 

Subsequent to initial recognition, items of investment property are measured at cost less 
accumulated depreciation and any accumulated impairment losses. Land is not 
depreciated as it is deemed to have an indefinite useful life. 


1.17.3 Depreciation an d Impairment - Cost Model 

Depreciation is calculated on the depreciable amount, using the straight-line method over 
the estimated useful lives of the assets. Depreciation of an asset begins when it is 
available for use. i,e, when it is in the location and condition necessary for it to be 
capable of operating in the manner intended by management. Components of assets that 
are significant in relation to the whole asset and that have different useful lives are 
depreciated separately. The estimated useful lives, residual values and depreciation 
method are reviewed at each year end, with the effect of any changes in estimate 
accounted for on a prospective basis. 

Investment Property Years 

Buildings 100 

1.17.4 De-reoognitlon 

Investment property is derecognised when it is disposed or when there are no further 
economic benefits expected from the use of the investment property. The gain or loss 
arising on the disposal or retirement of an item of investment property is determined as 
the difference between the sales proceeds and the carrying value and is recognised in 
the Statement of Financial Performance. 

1.17.5 Application of deemed cost - Directive 7 

The Municipality opted to take advantage of the transitional provisions as contained in 
Directive 7 of the Accounting Standards Board, issued in December 2009. The 
Municipality applied deemed cost where the acquisition cost of an asset could not be 
determined. The fair value as determined by a valuator was used in order to determine 
the deemed cost as on 1 July 2010. 


1.18. NON-CURRENT ASSETS HELD FOR SALE 
1. 18. 1 Initial Recognition 

Non-current assets and disposal groups are classified as held for sale if their carrying 
amount will be recovered through a sale transaction rather than through continuing use. 
This condition is regarded as met only when the sale is highly probable and the asset (or 
disposal group) is available for immediate sale in its present condition. Management 
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must be committed to the sale, which should be expected to qualify for recognition as a 
completed sale within one year from the date of classification. 

f . 1B.2 Subsequent Measurement 

Non-current assets held for sale (or disposal group) are measured at the lower of carrying 
amount and fair value less costs to sell. 

A non-current asset is not depreciated (or amortised) while it is classified as held for sale, 
or while it is part of a disposal group classified as held for sale. 

Interest and other expenses attributable to the liabilities of a disposal group classified as 
held for sale are recognised in surplus or deficit. 


1.19. IMPAIRMENT OF NON-FINANCIAL ASSETS 

1.19.1 Cash-generating assets 

Cash-generating assets are assets held with the primary objective of generating a 
commercial return. 

The Municipality assesses at each reporting date whether there is an indication that an 
asset may be impaired. If any indication exists, or when annual impairment testing for an 
asset is required, the municipality estimates the asset's recoverable amount. 

An asset’s recoverable amount is the higher of an asset's or cash-generating unit's 
fCGU) fair value less costs to sell and its value in use and is determined for an individual 
asset, unless the asset does not generate cash inflows that are largely independent of 
those from other assets or groups of assets. Where the carrying amount of an asset or 
CGU exceeds its recoverable amount, the asset is considered impaired and is written 
down to its recoverable amount. In assessing value in use, the estimated future cash 
flows are discounted to their present value using a pre-tax discount rate that reflects 
current market assessments of the time value of money and the risks specific to the 
asset. In determining fair value less costs to sell, an appropriate valuation model is used. 
Impairment losses are recognised in the Statement of Financial Performance in those 
expense categories consistent with the function of the impaired asset. 

An assessment is made at each reporting date as to whether there is any indication that 
previously recognised impairment losses may no longer exist or may have decreased. If 
such indication exists, the Municipality estimates the asset's or cash-generating unit's 
recoverable amount. A previously recognised impairment loss is reversed only if there 
has been a change in the assumptions used to determine the asset’s recoverable amount 
since the last impairment loss was recognised. The reversal is limited so that the carrying 
amount of the asset does not exceed its recoverable amount, nor exceed the carrying 
amount that would have been determined, net of depreciation, had no impairment loss 
been recognised for the asset in prior years. Such reversal is recognised in the Statement 
of Financial Performance. 

1.19.2 Non-cash-generating assets 

Non-cash-generating assets are assets other than cash-generating assets. 

The Municipality assesses at each reporting date whether there is an indication that an 
asset may be impaired. If any indication exists, or when annual impairment testing for an 
asset is required, the Municipality estimates the asset’s recoverable service amount. 
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An asset's recoverable service amount is the higher of a non-cash-generating asset's fair 
value less costs to sell and its value in use. If the recoverable service amount of an asset 
is less than its carrying amount, the carrying amount of the asset Is reduced to its 
recoverable service amount. That reduction is an impairment loss recorded in the 
Statement of Financial Performance. 

The value in us© of a non-cash-generating asset is the present value of the asset’s 
remaining service potential. The present value of the remaining service potential of the 
asset is determined using any one of the following approaches; 

• d&pr&ci&tion r&p!ecement cost approach - the present value of the remaining service 
potential of an asset is determined as the depreciated replacement cost of the asset. 
The replacement cost of an asset is the cost to replace the asset’s gross service 
potential. This cost is depreciated to reflect the asset in its used condition. An asset 
may be replaced either through reproduction (replication) of the existing asset or 
through replacement of its gross service potential. The depreciated replacement cost 
is measured as the reproduction or replacement cost of the asset, whichever is lower, 
less accumulated depreciation calculated on the basis of such cost, to reflect the 
already consumed or expired service potential of the asset. 

• restoration cost approach - the cost of restoring the service potential of an asset to its 
pre-impaired level. Under this approach, the present value of the remaining service 
potential of the asset is determined by subtracting the estimated restoration cost of 
the asset from the current cost of replacing the remaining service potential of the 
asset before impairment. The latter cost is usually determined as the depreciated 
reproduction or replacement cost of the asset, whichever is lower. 

• service unit approach ^ the present value of the remaining service potential of the 
asset is determined by reducing the current cost of the remaining service potential of 
the asset before impairment, to conform with the reduced number of service units 
expected from the asset in its impaired state. As in the restoration cost approach, the 
current cost of replacing the remaining service potential of the asset before 
impairment is usually determined as the depreciated reproduction or replacement 
cost of the asset before impairment, whichever is lower. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's 
length transaction between knowledgeable, willing parties, less the costs of disposal. 

The Municipality assesses at each reporting date whether there is any indication that an 
impairment loss recognised in prior periods for an asset may no longer exist or may have 
decreased. If any such indication exists, the Municipality estimates the recoverable 
service amount of that asset. 

An impairment loss recognised in prior periods for an asset is reversed if there has been 
a change in the estimates used to determine the asset's recoverable service amount 
since the last impairment loss was recognised. If this is the case, the carrying amount of 
the asset is increased to its recoverable service amount. The increased carrying amount 
of an asset attributable to a reversal of an impairment loss does not exceed the carrying 
amount that would have been determined {net of depreciation or amortisation) had no 
impairment loss been recognised for the asset in prior periods. Such a reversal of an 
impairment loss is recognised in the Statement of Financial Performance. 
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1.20. NON CURRENT INVESTMENTS 

Financial instruments, which include, investments in municipal entities and fixed deposits 
invested in registered commercial banks, are stated at amortised cost. 

Where investments have been impaired, the carrying value is adjusted by the impairment 
loss, which is recognised as an expense in the period that the impairment is identified. 

On disposal of an investment, the difference between the net disposal proceeds and the 
carrying amount is charged or credited to the Statement of Financial Performance. 

The carrying amounts of such investments are reduced to recognise any decline, other 
than a temporary decline, in the value of individual investments. 


1.21. INVENTORIES 
f .2f , 1 tnitiai Recognition 

Inventories comprise current assets held for sale, consumption or distribution during the 
ordinary course of business. Inventories shall be recognised as an asset if, and only if, it 
is probable that future economic benefits or service potential associated with the item will 
flow to the entity, and the cost of the inventories can be measured reliably. Inventories 
are initially recognised at cost. Cost generally refers to the purchase price, plus non- 
recoverable taxes, transport costs and any other costs in bringing the inventories to their 
current location and condition. Where inventory is manufactured, constructed or 
produced, the cost includes the cost of labour, materials and overheads used during the 
manufacturing process. 

Where inventory is acquired by the Municipality for no or nominal consideration (i.e, a 
non-exchange transaction), the cost is deemed to be equal to the fair value of the item on 
the date acquired. 

1.21.2 Subsequent Meesurement 

Inventories, consisting of consumable stores, raw materials, work-in-progress and 
finished goods, are valued at the lower of cost and net realisable value unless they are to 
be distributed at no or nominal charge, in which case they are measured at the lower of 
cost and current replacement cost. Redundant and slow-moving inventories are 
identified and written down. Differences arising on the valuation of inventory are 
recognised in the Statement of Financial Performance in the year in which they arose. 
The amount of any reversal of any write-down of inventories arising from an increase in 
net realisable value or current replacement cost is recognised as a reduction in the 
amount of inventories recognised as an expense in the period in which the reversal 
occurs. 

The carrying amount of inventories is recognised as an expense in the period that the 
inventory was sold, distributed, written off or consumed, unless that cost qualifies for 
capitalisation to the cost of another asset. 

In general, the basis of allocating cost to inventory items is the first in first out method. 

Cost of land held for sale is assigned by using specific identification of their individual 
costs. 
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1.22. financial INSTRUMENTS 

Financial instruments recognised on the Statement of Financial Position include 
receivables (both from exchange transactions and non-exchange transactions), cash and 
cash equivalents, annuity loans and payables (both form exchange and non-exchange 
transactions). 

1.22. 1 Initial Recognition 

Financial instruments are initially recognised when the Municipality becomes a party to 
the contractual provisions of the instrurnent at fair value plus, in the case of a financial 
asset or financial liability not at fair value, transaction costs that are directly attributable to 
the acquisition or issue of the financial asset or financial liability 

1.22.2 Subsequent Measurement 

Financial Assets are categorised according to their nature as either financial assets at fair 
value, financial assets at amortised cost or financial assets at cost. Financial Liabilities 
are categorised as either at fair value, financial liabilities at cost or financial liabilities 
carried at amortised cost ("other"). The subsequent measurement of financial assets and 
liabilities depends on this categorisation. 

1.22.2.1 Receivables 


Receivables are classified as financial assets at amortised cost, and are subsequently 
measured amortised cost using the effective interest rate method. 

For amounts due from debtors carried at amortised cost, the Municipality first assesses 
whether objective evidence of impairment exists individually for financial assets that are 
individually significant, or collectively for financial assets that are not individually 
significant. Objective evidence of impairment includes significant financial difficulties of 
the debtor, probability that the debtor will enter bankruptcy or financial reorganisation and 
default or delinquency in payments (more than 90 days overdue). If the Municipality 
determines that no objective evidence of impairment exists for an individually assessed 
financial asset, whether significant or not, it includes the asset in a group of financial 
assets with similar credit risk characteristics and collectively assesses them for 
impairment. Assets that are individually assessed for impairment and for which an 
impairment loss is, or continues to be, recognised are not included in a collective 
assessment of impairment. 

If there is objective evidence that an impairment loss has been incurred, the amount of 
the loss is measured as the difference between the asset's carrying amount and the 
present value of estimated future cash flows (excluding future expected credit losses that 
have not yet been incurred). The carrying amount of the asset is reduced through the use 
of an allowance account and the amount of the loss is recognised in the Statement of 
Financial Performance. Interest income continues to be accrued on the reduced carrying 
amount based on the original effective interest rate of the asset. Loans together with the 
associated allowance are written off when there is no realistic prospect of future recovery 
and all collateral has been realised or has been transferred to the municipality. If, in a 
subsequent year, the amount of the estimated impairment loss increases or decreases 
because of an event occurring after the impairment was recognised, the previously 
recognised impairment loss is increased or reduced by adjusting the allowance account. 
If a future write-off is later recovered, the recovery is recognised in the Statement of 
Financial Performance. 
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The present value of the estimated future cash flows is discounted at the financial asset's 
original effective interest rate, if material. If a loan has a variable interest rate, the 
discount rate for measuring any impairment loss is the current effective interest rate. 

1.22.2.2 Payables and Annuity Loans 

Financial liabilities consist of payables and annuity loans. They are categorised as 
financial liabilities held at amortised cost, are initially recognised at fair value and 
subsequently measured at amortised cost using an effective interest rate, which is the 
initial carrying amount, less repayments, plus interest. 

1.22.2.3 Cash and Cash Equivalents 

Cash includes cash on hand (including petty cash) and cash with banks. Cash 
equivalents are short-term highly liquid investments, readily convertible into known 
amounts of cash that are held with registered banking institutions with maturities of three 
months or less and are subject to an insignificant risk of change in value. For the 
purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, 
highly liquid deposits and net of bank overdrafts. The Municipality categorises cash and 
cash equivalents as financial assets carried at amortised cost. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank 
overdraft are expensed as incurred. Amounts owing in respect of bank overdrafts are 
categorised as financial liabilities: other financial liabilities carried at amortised cost. 

1.22.3 De-recognItion of Financial Instruments 

1. 22, 3, 1 Financial Assets 


A financial asset (or, where applicable a part of a financial asset or part of a group of 
similar financial assets) is derecognised when: 

• the rights to receive cash flows from the asset have expired; or 

• the Municipality has transferred its rights to receive cash flows from the asset or has 
assumed an obligation to pay the received cash flows in full without material delay to 
a third party under a 'pass-through' arrangement: and either (a) the Municipality has 
transferred substantially all the risks and rewards of the asset, or (b) the Municipality 
has neither transferred nor retained substantially all the risks and rewards of the 
asset, but has transferred control of the asset. 

When the Municipality has transferred its rights to receive cash flows from an asset or 
has entered into a pass-through arrangement, and has neither transferred nor retained 
substantially all the risks and rewards of the asset nor transferred control of the asset, the 
old asset is derecognised and a new asset is recognised to the extent of the 
Municipality's continuing involvement in the asset. 

Continuing involvement that takes the form of a guarantee over the transferred asset Is 
measured at the lower of the original carrying amount of the asset and the maximum 
amount of consideration that the Municipality could be required to repay. 

When continuing involvement takes the form of a written and/or purchased option 
(including a cash settled option or similar provision) on the transferred asset, the extent of 
the Municipality's continuing involvement is the amount of the transferred asset that the 
Municipality may repurchase, except that in the case of a written put option (including a 
cash settled option or similar provision) on an asset measured at fair value, the extent of 
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the Municipality’s continuing involvement is limited to the lower of the fair value of the 
transferred asset and the option exercise price. 


1.22.3.2 Financial Liabilities 

A financial liability is derecognised when the obligation under the liability is discharged or 
cancelled or expires. 

When an existing financial liability is replaced by another from the same lender on 
substantially different terms, or the terms of an existing liability are substantially modified, 
such an exchange or modification is treated as a de-recognition of the original liability and 
the recognition of a new liability, and the difference in the respective carrying amounts is 
recognised in the Statement of Financial Performance. 

1.22.4 Offsetting of Financial Instrum ents 

Financial assets and financial liabilities are offset and the net amount reported in the 
Statement of Financial Position if, and only if, there is a currently enforceable legal right 
to offset the recognised amounts and there is an intention to settle on a net basis, or to 
realise the assets and settle the liabilities simultaneously 

1.23. REVENUE 

1.23.1 Revenue from Non-Exchange Transactions 

Revenue from non-exchange transactions refers to transactions where the Municipality 
received revenue from another entity without directly giving approximately equal value in 
exchange. Revenue from non-exchange transactions is generally recognised to the 
extent that the related receipt or receivable qualifies for recognition as an asset and there 
is no liability to repay the amount. 

Grants, transfers and donations received or receivable are recognised when the 
resources that have been transferred meet the criteria for recognition as an asset, A 
corresponding liability is raised to the extent that the grant, transfer or donation is 
conditional. The liability is transferred to revenue as and when the conditions attached to 
the grant are met. Grants without any conditions attached are recognised as revenue 
when the asset is recognised. 

Revenue from property rates is recognised when the legal entitlement to this revenue 
arises. At the time of initial recognition the full amount of revenue is recognised. If the 
Municipality does not enforce its obligation to collect the revenue, is a subsequent event. 
Collection charges are recognised when such amounts are legally enforceable. Penalty 
interest on unpaid rates is recognised on a time proportionate basis as an exchange 
transaction. 

Fine Revenue constitutes both spot fines and summonses. Revenue from spot fines and 
summonses is recognised as revenue when the receivables meet the definition of an 
asset and satisfy the criteria for recognition as an asset. 

Revenue from public contributions and donations is recognised when all conditions 
associated with the contribution have been met or where the contribution is to finance 
property, plant and equipment, when such items of property, plant and equipment 
qualifies for recognition and first becomes available for use by the Municipality. Where 
public contributions have been received but the Municipality has not met the related 
conditions, it is recognised as an unspent public contribution (liability). 
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Revenue from third parties i,e. insurance payments for assets impaired, are recognised 
when it can be measured reliably and is not being offset against the related expenses of 
repairs or renewals of the impaired assets. 

Contributed property, plant and equipment is recognised when such items of property, 
plant and equipment qualifies for recognition and become available for use by the 
Municipality. 

All unclaimed deposits are initially recognised as a liability until 12 months expires, when 
all unclaimed deposits into the Municipality’s bank account will be treated as revenue as 
historical patterns have indicated that minimal unidentified deposits are reclaimed after a 
period of twelve months. This assessment is performed annually at 30 June. Therefore 
the substance of these transactions indicate that even though the prescription period for 
unclaimed monies is legally three years, it is reasonable to recognised all unclaimed 
monies older than twelve months as revenue. Although unclaimed deposits are 
recognised as revenue after 12 months, the Municipality still keep record of these 
unclaimed deposits for three years in the event that a party should submit a claim after 12 
months. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure 
is based on legislated procedures, including those set out in the Municipal Finance 
Management Act (Act No. 56 of 2003) and is recognised when the recovery thereof from 
the responsible councillors or officials is virtually certain. 

Revenue shall be measured at the fair value of the consideration received or receivable. 

When, as a result of a non-exchange transaction, a Municipality recognises an asset, it 
also recognises revenue equivalent to the amount of the asset measured at its fair value 
as at the date of acquisition, unless it is also required to recognise a liability. Where a 
liability is required to be recognised it will be measured as the best estimate of the 
amount required to settle the present obligation at the reporting date, and the amount of 
the increase in net assets, if any. recognised as revenue. When a liability is subsequently 
reduced, because the taxable event occurs or a condition is satisfied, the amount of the 
reduction in the liability will be recognised as revenue. 

1,23.2 Revenue from Exchange Transactions 

Revenue from exchange transactions refers to revenue that accrued to the Municipality 
directly in return for services rendered/ goods sold, the value of which approximates the 
consideration received or receivable. At the time of initial recognition the full amount of 
revenue is recognised. If the Municipality does not enforce its obligation to collect the 
revenue, Is a subsequent event. 

Service charges relating to electricity and water are based on consumption and a basic 
charge as per Council resolution. Meters are read on a monthly basis and are 
recognised as revenue when invoiced. Where the Municipality was unable to take the 
actual month's reading of certain consumers, a provisional estimate of consumption for 
that month will be created, , The provisional estimates of consumption are recognised as 
revenue when invoiced. Adjustments to provisional estimates of consumption are made 
in the invoicing period in which meters have been read. These adjustments are 
recognised as revenue in the invoicing period. 

Revenue from the safe of electricity prepaid meter cards is recognised at the point of 
sale. It is estimated that pre-paid electricity is consumed within 5 to 7 days after date of 
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purchase. The pre-paid electricity sold, but not consumed yet at year-end is disclosed as 
under Payables from Exchange Transactions in the Statement of Financial Position. 

Service charges relating to refuse removal are recognised on a monthly basis in arrears 
by applying the approved tariff to each property that has improvements. Tariffs are 
determined per category of property usage, and are levied monthly based on the 
recorded number of refuse points per property. 

Service charges relating to sanitation (sewerage) are recognised on a monthly basis in 
arrears by applying the approved tariff to each property that has improvements. Tariffs 
are determined per category of property usage. In the case of residential property a fixed 
monthly tariff is levied and in the case of commercial property a tariff is levied based on 
the number of sewerage connection on the property. Service charges based on a basic 
charge as per Council resolution. 

Interest revenue is recognised using the effective interest rate method. 

Revenue from the rental of facilities and equipment is recognised on a straight-line basis 
over the term of the lease agreement. 

Dividends are recognised on the date that the Municipality becomes entitled to receive 
the dividend. 

Revenue arising from the application of the approved tariff of charges is recognised when 
the relevant service is rendered by applying the relevant tariff. This includes the issuing 
of licences and permits. 

Revenue from the sale of goods is recognised when substantially ail the risks and 
rewards in those goods are passeid to the consumer. 

Revenue arising out of situations where the Municipality acts as an agent on behalf of 
another entity (the principal) is limited to the amount of any fee or commission payable to 
the municipality as compensation for executing the agreed services. 

Revenue shall be measured at the fair value of the consideration received or receivable. 

The amount of revenue arising on a transaction is usually determined by agreement 
between the entity and the purchaser or user of the asset or service. It is measured at the 
fair value of the consideration received or receivable taking into account the amount of 
any trade discounts and volume rebates allowed by the entity. 

In most cases, the consideration is In the form of cash or cash equivalents and the 
amount of revenue is the amount of cash or cash equivalents received or receivable. 
However, when the inflow of cash or cash equivalents is deferred, the fair value of the 
consideration may be less than the nominal amount of cash received or receivable. When 
the arrangement effectively constitutes a financing transaction, the fair value of the 
consideration is determined by discounting all future receipts using an imputed rate of 
interest. The imputed rate of interest is the more clearly determinable of either; 

• The prevailing rate for a similar instrument of an issuer with a similar credit rating; or 

• A rate of interest that discounts the nominal amount of the instrument to the current 
cash sales price of the goods or services. 

The difference between the fair value and the nominal amount of the consideration is 
recognised as interest revenue. 
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When goods or services are exchanged or swapped for goods or services which are of a 
similar nature and value^ the exchange is not regarded as a transaction that generates 
revenue. When goods are sold or services are rendered in exchange for dissimilar goods 
or services, the exchange is regarded as a transaction that generates revenue. The 
revenue is measured at the fair value of the goods or services received, adjusted by the 
amount of any cash or cash equivalents transferred. When the fair value of the goods or 
services received cannot be measured reliably, the revenue is measured at the fair value 
of the goods or services given up, adjusted by the amount of any cash or cash 
equivalents transferred. 


1.24. RELATED PARTIES 

A related party is a person or an entity with the ability to control or jointly control the other 
party, or exercise significant influence over the other party, or vice versa, or an entity that 
is subject to common control, or joint control. The following are regarded as related 
parties of the reporting entity; 

(a) A person or a close member of that person’s family is related to the Municipality if 

that person: 

• has control or joint control over the reporting entity; 

• has significant influence over the reporting entity; or 

• is a member of the management of the reporting entity or its controlling entity, 

(b) An entity is related to the reporting entity if any of the following conditions apply: 

• the entity is a member of the same economic entity (which means that each 
controlling entity, controlled entity and fellow controlled entity is related to the 
others); 

• one entity is an associate or joint venture of the other entity (or an associate or 
joint venture of a member of an economic entity of which the other entity is a 
member); 

• both entities are Joint ventures of the same third party; 

• one entity is a joint venture of a third entity and the other entity is an associate of 
the third entity; 

• the entity is a post-employment benefit plan for the benefit of employees of either 
the entity or an entity related to the entity. If the reporting entity is itself such a 
plan, the sponsoring employers are related to the entity; 

• the entity is controlled or jointly controlled by a person identified in (a); and 

• a person identified who has control or joint control over the reporting entity and 
has significant influence over that entity or is a member of the management of 
that entity (or its controlling entity). 

Management includes all persons having the authority and responsibility for planning, 
directing and controlling the activities of the entity, including: 

(a) alt members of the governing body of the reporting entity; 

(b) a member of the governing body of an economic entity who has the authority and 
responsibility for planning, directing and controlling the activities of the entity: 

(c) any key advisors of a member, or sub-committees, of the governing body who 
has the authority and responsibility for planning, directing and controlling the 
activities of the entity; and 

(d) the senior management team of the entity, including the chief executive officer or 
permanent head of the entity, unless already included in (a). 
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1.26. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is 
not in terms of the conditions of an allocation received from another sphere of 
government, municipality or organ of state and expenditure in a form of a grant that is not 
permitted in terms of the Municipal Finance Management Act (Act No, 56 of 2003), 
Unauthorised expenditure is accounted for as an expense (measured at actual cost 
incurred) in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 

1.26. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance 
Management Act (Act No. 56 of 2003), the Municipal Systems Act (Act No. 32 of 2000), 
the Public Office Bearers Act, and (Act. No. 20 of 199S) or is In contravention of the 
Municipality’s Supply Chain Management Policy. Irregular expenditure excludes 
unauthorised expenditure. Irregular expenditure is accounted for as expenditure 
(measured at actual cost incurred) in the Statement of Financial Performance and where 
recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance, 

1.27. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and could have 
been avoided had reasonable care been exercised. Fruitless and wasteful expenditure is 
accounted for as expenditure (measured at actual cost incurred) in the Statement of 
Financial Performance and where recovered, it is subsequently accounted for as revenue 
in the Statement of Financial Performance. 

1.28. CONTINGENT LIABILITIES 

A contingent liability is a possible obligation that arises from past events and whose 
existence will be confirmed only by the occurrence or non-occurrence of one or more 
uncertain future events not wholly within the control of the entity. A contingent liability 
could also be a present obligation that arises from past events, but is not recognised 
because it is not probable that an outflow of resources embodying economic benefits will 
be required to the obligation or the amount of the obligation cannot be measures with 
sufficient reliability. 

Management judgement is required when recognising and measuring contingent 
liabilities. 


1 .29. PRESENTATION OF BUDGET INFORMATION 

The presentation of budget information was prepared in accordance with the best 
practice guidelines issued by National Treasury. The presentation of budget information 
is in line with the basis of accounting as per the GRAP Framework. GRAP 24; 
Presentation of Budget Information in Financial Statements is not yet effective. This 
standard brings new rules in respect of presentation of budget information. 
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1 .30. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES 

In the process of applying the Municipality's accounting policy, management has made 
the following significant accounting judgements, estimates and assumptions, which have 
the most significant effect on the amounts recognised in the financial statements: 


Post retirement medical obligations, Long service awards and Ex gratia gatuities 

The cost of post retirement medical obligations, long service awards and ex-gartia 
gratuities are determined using actuarial valuations. The actuarial valuation involves 
making assumptions about discount rates, expected rates of return on assets, future 
salary increases, mortality rates and future pension increases. Major assumptions used 
are disclosed in note 2 of the Annual Financial Statements, Due to the long-term nature 
of these plans, such estimates are subject to significant uncertainty. 


Impairment of Receivables 

The calculation in respect of the impairment of debtors is based on an assessment of the 
extent to which debtors have defaulted on payments already due. and an assessment of 
their ability to make payments based on their creditworthiness. This was performed per 
service-identifiable categories across at! classes of debtors. 

Property, Plant and Equipment 

The useful lives of property, plant and equipment are based on management's 
estimation. Infrastructure's useful lives are based on technical estimates of the practical 
useful lives for the different infrastructure types, given engineering technical knowledge of 
the infrastructure types and service requirements. For other assets and buildings 
management considers the impact of technology, availability of capital funding, service 
requirements and required return on assets to determine the optimum useful life 
expectation, where appropriate. The estimation of residual values of assets is also based 
on management’s judgement whether the assets will be sold or used to the end of their 
useful lives, and in what condition they will be at that time. 

Management referred to the following when making assumptions regarding useful lives 
and residual values of Property. Plant and Equipment. 

• The useful life of movable assets was determined using the age of similar assets 
available for sale in the active market. Discussions with people within the specific 
industry were also held to determine useful lives. 

• Local Government Industry Guides was used to assist with the deemed cost and 
useful life of infrastructure assets. 

• The Municipality referred to buildings in other municipal areas to determine the useful 
life of buildings. The Municipality also consulted with engineers to support the useful 
life of buildings, with specific reference to the structural design of buildings. 

For deemed cost applied to other assets as per adoption of Directive 7. management 
used the depreciation cost method which was based on assumptions about the remaining 
duration of the assets. 

The cost for depreciated replacement cost was determined by using either one of the 
following: 
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• cost of items with e similar nature currently in the Municipality's asset register; 

• cost of items with a similar nature in other municipalities’ asset registers, given that 
the other municipality has the same geographical setting as the Municipality and that 
the other municipality's asset register is considered to be accurate; 

• cost as supplied by suppliers. 

For deemed cost applied to land and buildings as per adoption of Directive 7. 
management made use of on independent valuator. The valuator’s valuation was based 
on assumptions about the market's buying and selling trends and the remaining duration 
of the assets, 

Intangibh Assets 

The useful lives of intangible assets are based on management’s estimation. 
Management considers the impact of technology, availability of capita! funding, service 
requirements and required return on assets to determine the optimum useful life 
expectation, where appropriate. 

Management referred to the following when making assumptions regarding useful lives of 
intangible assets: 

9 Reference was made to intangibles used within the Municipality and other 
municipalities to determine the useful life of the assets. 


For deemed cost applied to intangible assets as per adoption of Directive 7, management 
used the depreciation cost method which was based on assumptions about the remaining 
duration of the assets. 


Investment Property 

The useful lives of investment property are based on management’s estimation. 
Management considers the impact of technology, availability of capital funding, service 
requirements and required return on assets to determine the optimum useful life 
expectation, where appropriate. The estimation of residual values of assets is also based 
on management’s judgement whether the assets wilt be sold or used to the end of their 
economic lives, and in what condition they will be at that time. 

Management referred to the following when making assumptions regarding useful lives 
and valuation of investment property: 

• The Municipality referred to buildings in other municipal areas to determine the useful 
life of buildings, 

• The Municipality also consulted with professional engineers and qualified valuators to 
support the useful life of buildings. 

For deemed cost applied to Investment Property as per adoption of Directive 7. 
management made use of on independent vaiuator. The valuator's valuation was based 
on assumptions about the market’s buying and selling trends and the remaining duration 
of the assets. 

Provisions and Contingent Liabitities 
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Management judgement is required when recognising and measuring provisions and 
when measuring contingent liabilities. Provisions are discounted where the time value 
effect is material. 

Revenue Recognition 

Accounting Policy 1.23,1 on Revenue from Non-Exchange Transactions and Accounting 
Policy 1.23.2 on Revenue from Exchange Transactions describes the conditions under 
which revenue will be recognised by management of the Municipality. 

In making their judgement, management considered the detailed criteria for the 
recognition of revenue as set out in GRAP 9: Revenue from Exchange Transactions and 
GRAP 23: Revenue from Non-Exchange Transactions.), Specifically, whether the 
Municipality, when goods are sold, had transferred to the buyer the significant risks and 
rewards of ownership of the goods and when services are rendered, whether the service 
has been performed. Revenue from the issuing of spot fines and summonses has been 
reoognised on the accrual basis using estimates of future collections based on the actual 
results of prior periods. The management of the Municipality is satisfied that recognition 
of the revenue in the current year is appropriate. 

Provision for Landfill Sites 

The provision for rehabilitation of the landfill site is recognised as and when the 
environmental liability arises. The provision is calculated by a qualified environmental 
engineer. The provision represents the net present value of the expected future cash 
flows to rehabilitate the landfill site at year end. To the extent that the obligations relate to 
an asset, it is capitalised as part of the cost of those assets. Any subsequent changes to 
an obligation that did not relate to the initial related asset is charged to the Statement of 
Financial Performance. 

Management referred to the following when making assumptions regarding provisions: 

• Professional engineers were utilised to determine the cost of rehabilitation of landfill 
sites as well as the remaining useful life of each specific landfill site. 

• Interest rates (investment rate) linked to prime was used to calculate the effect of 
time value of money. 


Provision for Staff leave 

Staff leave is accrued to employees according to collective agreements. Provision is 
made for the full cost of accrued leave at reporting date. This provision will be realised as 
employees take leave or when employment is terminated. 


Provision for Performance bonuses 

The provision for performance bonuses represents the best estimate of the obligation at 
year end and is based on historic patterns of payment of performance bonuses. 
Performance bonuses are subject to an evaluation by Council. 

Pre-paid electricity estimation 

Pre-pa id electricity is only recognised as income once the electricity is consumed. The 
pre-paid electricity balance (included under payables) represents the best estimate of 
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electricity sold at year end; that is still unused. The average pre^paid electricity sold per 
day during the year under review is used and the estimate is calculated using 5 days 
worth of unused electricity. 

Componentisatlon of Infrastructure assets 

All infrastructure assets are unbundled into their significant components in order to 
depreciate all major components over the expected useful lives. The cost of each 
component is estimated based on the current market price of each component, 
depreciated for age and condition and recalculated to cost at the acquisition date if known 
or to the date of initially adopting the standards of GRAP, 


1.31. TAXES - VALUE ADDED TAX 

Revenue, expenses and assets are recognised net of the amounts of value added tax. 
The net amount of Value added tax recoverable from, or payable to, the taxation authority 
is included as part of receivables or payables in the Statement of Financial Position. 


1.32. CAPITAL COMWIITWIENTS 

Capital commitments disclosed in the financial statements represents the balance 
committed to capital projects on reporting date that will be incurred in the period 
subsequent to the specific reporting date. 

1.33. AMENDED DISCLOSURE POLICY 

Amendments to accounting policies are reported as and when deemed necessary based 
on the relevance of any such amendment to the format and presentation of the financial 
statements. The principal amendments to matters disclosed in the current financial 
statements include fundamental errors, and the treatment of assets financed by external 
grants. 


ElVIALAHLENi MUNICIPALITY 
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2012 

2011 

LOMfl.TERlVI LABILITIES 



R 

R 

Capitalised Lease Liability - At amofllsed cost 



662,849 

85,169 

Hire purchase 



834,959 





1,397,806 

8S.169 

Less; Current Portion Iransfen'ed to Currerit Liabilities 



292,966 

85,169 

Capitalised Lease Liability - At amortised cost 



151,406 

85,169 

Hire Purchase 



141,S60 


Total Long-term Liabilities * At amortised coal 



1,104,842 

■ 

Balance previously reported 




95,SD5 

Con-ecllon of error Lease liability - Rafer to note 29.d1 




(10.336) 





86,169 

The DbllQations under finance leases are scheduled below: 



Minimum 




lease payments 

Amounts payable under finance leases: 





Payable within one year 



310,526 

93,590 

Payable within two to fiva years 



543.421 


Payable after five years 



- 

- 




853,947 

93,590 

Leas: Future finance obligations 



(291,098) 

(6,420) 

Present valito of lease obligations 



562,849 

66,169 

Leases arc secured by properly, plant and equipment - Note S 





The capitalised lease lieblllty consist out of the following contracts: 





Description 

EKgjtIvB 




of 

IntorPEt 

Annual. 



Supplier leased Item 

rate 

Escalation 

Lease Term 

Maturity Date 

Stannic Olivetti ■ P Copla 800 

i3.75yd 

10% 

5 Years 

01/O2/2O12 

NRG Office Solutions (Pty) Ltd 3 X Kyocera FS 3G40 

32,04% 

0% 

3 Years 

20/03/2016 

NRG Office Solutions (Ply) Ltd 2 x Powis Fastbeck Model 20 

32.04% 

0% 

3 Years 

20/03/2015 

NRG Office Solutions (Ply) Ltd 2 x Taskalfa SSOOt 

32.04% 

0% 

3 Years 

20/03/2013 

NRG Office Solutions (Ply) Ltd i x Taskalfa 6550ci 

32.04% 

0% 

3 Years 

20/03/2015 

NRG Office Solutions (Pty) Ltd 1 X Taskalfa 80001 

32.04% 

0% 

3 Years 

20/03/2015 

The obligations under hire purchase agreements are scheduled below; 



Minimum 




hire purchase payments 

Amounts payable under hire purchase agreements: 





Payable wilhin one year 



210,976 

. 

Payable within two to five years 



826,324 

_ 

Payable after five years 



- 

- 




1,036,300 

, 

Less: Future finance obligations 



(201,341) 

■ 

Present value of hire purchase obligations 



834,959 

- 


Refer to Appendix A for deEcrlptlons, fnatiirily dales and fiffacliva Intereal rslea of atructured loans and 
finance. 
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2 


2,1 


EMPLOYEE BENEFITS 

Foil Retlrfimenl Senelil* * Refer to Note Z.t 
Long Service Awards - Refer to Note 2,2 

Total Non-current Employee Senefit LlBbltlltes 

Balance previously reported 
Corredion of orror - Refer to note 29.02 


Post fieffrement flnnefffs 

Balance 1 July 
Contftbulion for tha year 
Interest CO$l 
Expenditure for the yoar 
Actuarial Loss/(Gain) 

Total post retirement benefits 30 June 
Less: Transfer of Cunant Portion - Note 5 

Baiance 30 June 

Long ServSet Awards 

Balance 1 July 
ConlribUtiOn for the year 
Interest Cost 
Expenditure for the year 
Actuarial LoEsf(Galn) 

Total long aervICO 30 Juno 

Leas; Transfer of Current Portion- Note S 

Balance 30 June 

IQTAL non-current EMPOL YEE BENEFITS 

Balance 1 July 
Contribution for Ihe year 
Inlercst cost 
Expenditure for the year 
Actuarial Loss/^Galn} 

Total employee benefits 30 June 
Lesf ; Transfer of Current Portion - Note 5 
Balance 30 June 

Post Retlremont Benefits 

The Post Retirement Benefit Plan is a defined benefit plan, of which Ihe members are made up as follows; 

In-service (employee) members 

In-service (employee) non-members 

Contlnuallon members (e.g. Retirees, Widows, orphans) 

Total Members 

The llablllly In respect of past service has been estimeled to be as follows: 

In-service members 
Conlinualion members 

Total Liability 


The liability in rcspacl of periods commencing prior 
estimated as follows: 


In-service members 
Continuation members 

Total Liability 


Ihe comparative year has been 

2D1D 

R 

1,568,i)19 
152,545 

1,720,963 


2012 

2011 

R 

R 

2,697,236 

2.105.155 

821,367 

418,729 

3,618,623 

2,613.884 


■ 


2,613,884 


2,613,884 

2012 

2011 

R 

R 

2,21&.686 

1,720.963 

307.648 

173,123 

196,505 

155,387 

(23,533) 

(28,759) 

18,920 

197,974 

2,718,238 

2,218,688 

(21,000) 

(23,533) 


2,597,239 2,195,1SS 


807,042 

675,901 

212,044 

168,023 

54.696 

41,789 

(368,313) 

(38,071) 

329,878 

(40,600) 

1,016,347 

807.042 

(193,960) 

(386,313) 


B21.3B7 418,729 

=«ii«a== 


3.025,730 

2,396,884 

519,692 

341,146 

251,201 

197,176 

(411,846} 

(65,830) 

348.806 

157,374 

3,733,583 

3,025,730 

(214,960) 

(411,848) 


3,618,623 2,613,884 


62 

62 

111 

111 

1 

2 


174 175 



2,477,293 

2,022,025 


240,943 

196,663 


2,718,236 2,218,688 


2009 

2008 


R 

R 



- 
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2 EMPLOYEE BENEFITS (CONTINUE) 

The municipality makes monthly conlribulions lor health care lirijingemenls to the following medical aid 
schemes: 

Eonitas; 

Hosmad 
LA Health 
Samwumed; and 
Kay health, 

Key actuarial assumpliCrns used 

I) Pate of Interest 
Discount rate 

Health Care Cost milOlion R 
Net Effective Dlscounl Rato 

II) Mortality rates 

The PA 90 ulllmale table, mldd down by 1 year of sge was used by Ihe actuariaa. 
ill) Normal retirement age 

II has been assumed that In-service members will retire at age 60 for females and 65 for males, which 
then implicitly allows for expected rates of early and ill-heat|h relirement. 


late 


2012 

% 


2011 

% 


fi.44% 

7,15% 

1 . 20 % 


The amounts recognised In the Statement of Financial Position are as follows: 

Present value of fund oblfgalions 
Total Liability 

The fund is entirely unfunded. 

The municipallly has elected to recognise the full increase in this defined benelit liability immediately as per 
IA5 16, Employee Benefits, paragraph 155 (a). 


Reconciliation of present value of fund obligation: 

Present value of fund obligation at the beginning of Iho year 
Total expenses 

Currenl service cosl 
Interest Cosl 
Benefits Paid 

Actuarial (gains)/lDEEes 

Presont value of fund obllgaUon at tho end of the year 
Less: Transfer of Current Portion - Note 5 

Balance 3Q June 

Sensitivity Analysis on tho Accrued Liability 


2012 

2011 

R 

R 

2,718,236 

2.216,608 

2.710,236 

2,218,660 


2,216,668 

480,620 

1,720,963 

299,751 

307,646 

173,123 

166,606 

155,367 

(23,533) 

(26,763) 

16,328 

197,974 

2,718,236 

2,218,688” 

(21,000) 

(23,533) 

2,637,236 

2,195,185 




In-service 

Continuation 





members 

members 





liability 

liability 

Total liability 


Assumption 


(Rm) 

(Rm) 

(Rm) 

% change 

Central Assumptions 


2.477 

0.241 

2.718 


The effect of movements in tho assumptions are as follows; 







In-sorvIcD 

Continuation 





members 

members 





liability 

liability 

Total liability 


Assumption 

Change 

(Rm) 

(Bm) 

(Rm) 

% change 

Health care Inllatlon 

1% 

2.906 

0.259 

3.245 

19% 

Health care Inflation 

-1% 

2.073 

0.224 

2.297 

-15% 

Post-re lire me nt mortality 

-1 year 

2.567 

0,253 

2.020 

4% 

Average rellremant age 

■1 year 

2,752 

0.241 

2.993 

10% 

Withdrawal Rale 

■50% 

2.714 

0,241 

2.955 

9% 
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2 EMPLOYEE BENEFITS (CONTINUE) 

2,2 Long Service Bonuses 

The Long Service Bonus plans arc defined benefit plans. 


As at year end. the followifig number of employees were eligible fOf Long Service Bonuses. 185 105 


Key actuarial assumptions used; 


2012 

% 

2011 

% 

1} Rato of Interest 

Discount rate 

General Salary Inflation (long-term) 

Net Effective Discount Rate applied |o selary-rclatcd Long Service Bonuses 


6.16% 

5.97% 

0.16% 

2012 

R 

2011 

R 

The amounts recognised In the Statomont of Financial Position 4 re follows: 

Present value of fund obligations 


1,015,347 

807,042 

Net liability 


1,015,347 

807,042 

The liability In respect of periods commencing prior to the comparative year has been 


2010 

2009 

2008 


R 

R 

R 

Total Uahllity 

676,501 


- 

ReconclllBtlon of present value of fund obligation; 


2012 

R 

2011 

R 

Present value of fund obligation at the beginning of the year 


007,042 

675,901 

Total expenses 


(121.573) 

171,741 

Current service cost 


212,044 

168,023 

Interest Cost 


54,696 

41,789 

Benefits Paid 


(366,313) 

(38,071) 

Actuarial (gains}/lDSBes 


329,678 

(40,600} 

Present value of fund obligation at the end of the year 


1,015,347 

607.042 

Lcy^; Transfer of Current Portion - Note 5 


(193,950} 

(388,313) 

Balance 30 June 


621,387 

418,729 

Sensitivity Analysis on the Unfunded Accrued Liability 

Assumption 

Change 

Ltablllly 

(R) 

% change 

Central assumptions 

General salary Inflation 

1.00% 

1.015 

1.072 

6% 

General salary Inflation 

-f.00% 

0,964 

-5% 

Average retirement age 

-2yrs 

0.910 

-10% 

Average rellremenl dge 

+2 yrs 

1,089 

7% 

Withdrawal rales 

.SQ.DD% 

1.229 

21% 
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2 EMPLOYEE BENEFITS (CONTINUE) 

2.3 Rctlroment funds 

The Municipality requested delatled empleyoB and pensioner Information as well as Information on tho 
Municipality's share ol the Pension and Retirement Funds' assets from the fund administrator. The fund 
administrator confirmed that assets of tho Pension and Retirement Funds are not split per pariiclpallng 
employer. Therefore, the Municipality is unable to determine tho value of the plan assets as defined In ORAP 


As part of the Municipalliys process to value the definod benefit liabilities, the MunlQlpallly requested 
pensioner data from the fund administrator. The fund administrator Claim that the pensioner dala to be 
confidential and were not willing to share the information wllh the Municipality, Without detailed pensioner data 
the Municipality was unablo to calculate a reliable osllmate of the accrued liability In respect Of pensioners who 
qualify for a defined benofil pension. 


Therefore, although both the Cape Joint Pension Fund and Cape Joint Retirement Fund are defined es defined 
benefit plans, it vnll be accounted for as defined contribution plans. 


CAPE JOIMJ PENSION FUNtJ 

Contributing 

The conlnbulion rate payable Is 9% by members and 18% by Council. 

40 


Contributions paid rcconnised (n the Slatomant of Financial Performance 


CAPE RETIREMENT FUND 

Contributing 

membors 

The COnlnbutlon rate payable is 9% by members and 16% by Council. 

- 


Conlrtbullons paid recognised In the Statement of Financial Performance 
DEFINED CONTRIBUTION POWDjf 


2012 2011 

R R 

B23,ia7 BQ3.572 


2012 2011 

R R 

^ 184,528 


Council contribute to the South African Local Aulhorlllea Pension Fund. Municipal Councillors Pension Fund 
and SaMWU National Provident Fund which are defined contribution funds. The rclircmanl benefit fund Is 
subject to the Pension Fund Act, 195G. wllh pension beirtg calculated on the pensionable remuneration paid. 
Current contributions by Council are charged against e^cpcndilure on the basis of current service costs. 



Last 

Actuarial 

Valuation 

Contributing 

membere 

S9Uth African Local Authorities Pension Fund 

2011/06/30 

64 

Munlcloal Councillors Pension Fund 

2009/06/30 

34 

SAMWU National Provident Fund 

2008/06/30 

75 


Tho funding level for SAIA pension fund had improved from the previous valuation date (96% as at 30 June 
2010) to 93% as 3t 30 June 2D11. The fund's actuary recommended that the participating employers continue 
to conlrlbule at Iha rate of 30.76% which prevailed prior to Ihe 30 June 301 1 valuation. 


Note: The results of the actuarial valuations dated 30 June 2008 for SAMWU National Provident Fund and 30 
June 2009 for Municipal Councillors Pension Funds are not yet available. 


Contributions paid recognised in the Statemen! of Financial Performance 

Sala Pension Fund 

Municipal Councillors Pension Fund 

SAMWU National Provident Fund 


967,355 893,976 

617,295 610.439 

1,006,124 819.14S 

2,610,773 2,323,560 
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2012 

2011 

MON^URRENT PROVISIONS 


R 

R 

Pmvision for Rehabllllallon or l,andnil'Sltes 


Z,70B,47fl 

2,676,022 

Total Non-current Provisions 


2,7oa,478 

2,576,022 

Balance previously reported 



8,023,336 

Correction of error - Refer to riote 29,03 



(6,245,314) 




2,570,022 

The Municipality operate ort three londfill Sites, The In year actual operational cOSiS 

Is expensed m the 



Statement of financial position. The provision is cainjiated in order to finance the rehabilitation COSi Of each cell 
when it reaches capacity. The expected cash flew outflow; within one yean relates to all three Sites of 

the case of all three sites there Is already a Bhortcoming In the day to day operallons of the sitoB these cost is 



represented by the shorl-ierm portion of the non-current provision. 

The landfill sltee In operation are Lady Prere; Dordrecht and Indwe. 


2Q12 

2011 

Land tt II Sites 


R 

R 

Balance 1 July 


2,576,022 

2.447,566 

Contribution for the year 


130,466 

130.456 

Total provision 30 June 


2,708,478 

2,676,022 

tsit; Transfer of Current Portion to Current Provisions - Note 


- 

- 

Balance 30 June 


2,700,478 

2,678,022 

The estimated reliahllllation costs for each of the existing sites are based on the current rales for construction 



costs. The assumptions used are as follows: 

Lady Frere 

Dordrecht 

Indwe 

Total area (nV) 

7,772 

36,956 

71.460 

Capacity use or total area (%) 

50,0% 

23.6% 

2,7% 

Current cell In operalion {m') 

7,772 

17,453 

3,047 

Capacity use of existing cell (%) 

60.0% 

50,0% 

60.0% 

The municipellly hes en obligation to rehabilitate |arrd|il| sites at the end oF the expected useful life. Tolal cost 
of rehabilitation of the current cell In operation and estimated date of decommission of the cell are as follows; 





Esllmatod 

Rehabilitation 



decommission 

cost Of cell in 

Location 


date 

use 




2012 

R 

Lady prere landfill site f$ located approximately 2.0km west off Indwo road R 394 


2017 

1,024,023 

Dordrecht landfill site is located off R56 about 900m after the Dordrcehl town to Queenstown Route 

2017 

2,921,468 

Indwe landfill site Is located cast off R56 approximetoly 260m before the town of Indwo 


2027 

070,666 




5,410.967 


CONSUMER DEPOSITS 



Electricity 


34,420 

Water 

152,013 

- 

Total Consumer Deposits 

162,613 

34,428 


Ths fair value of conBumer deposlls approximate tlyetr carrying value. Interest [s not paid on these amountE. 
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2012 

2011 

dURREWT EMPLOYEE BENEFITS 

R 

R 

Current Portion Of Post RcKremenl Benefits - Note 2 

21,000 

23,533 

Current Portion of Long-Sorvice Provisions - Note 2 

193,960 

385,313 

provision for Slaff Leave 

3,119,600 

1.068,665 

Provision for Performance Bonuses 

1,865,244 

1,183,423 

Staff Bonuses accrued 

674,343 

341.612 

Total Current Employee Benefits 

5,674,146 

3,003,345 

Balance previously reported 



Correction of error - Refer to note 29.04 

The movement In current employee benefits Is reconciled as follows: 


3,003,348 

3,003,348 

Prov/s/on for Staff {^aava 

Balance at beginning of year 

1,066,568 

1,066,566 

Contribution to current portion 

2,606,294 

582,795 

Expenditure Incurred 

(553,262) 

(582,798) 

Balance at end of year 

Slaff leave accrued lo employees according to collective agreemont. Provision is made for the full cost of 
accrued leave at reporting data. This provision will bo realised as employees take leave. There Is a pass|b||tly 
of reimbursemant based on trends In the past. 

3,119,600 

1,066,668 

Provision Tor Performance Bonuses 

Balance at beginning of year 

1,163,423 

827,652 

Contrlhutlon to current portion 

681,621 

610,337 

Expenditure Incurred 

- 

(254,568) 

Balance at end of year 

Performance bonuses are being paid to Municipal Manager and Dtreclors aller an evaluation Of performance 
by the council. The evaluations for 2010; 2011 and 2012 are outstanding. 

1,865,244 

1,183,423 

Staff Bonuses accrued 

Balance at beginning Of year 

341,512 

341, Si 2 

Contribution to current portion 

1,509,755 

1,497,009 

Expenditure Incurred 

(1,176,924) 

(1,497,099) 

Balance at end of year 

Bonuses are being paid to a|| permanent employed municipal staff, excluding section 57 Managers, The 
balance at year end represent (0 portion of the bonus that have already vested for the current salary cycle. 

674,343 

341,512 

PAYABLES FROM EXCHANGE TRANSACTIONS 

Trade Payables 

3,627,185 

468,557 

Third party payables (Payroll) 

(159,986) 

23.605 

Payments received in advance 

339,227 

61,757 

Sundry Deposits 

22,823 

11,216 

Sundry Creditors 

2,669,552 

3,152,834 

Total Trade Payables 

6,498,802 

3,737,969 


Balance pravlously reported 26,162,967 

Correction of error - Refer to note 29. Q5 (22,424,396) 

3,737,969 


Payables are batng recognised net Of any discounts. 


Payables are being poW Within 30 days as prescribed by the MFMA. This credit period granted Is considorod 
to be consistent with the terms used In the public sector, through established praclicos and legislation. 
Discounting of trade and other payables on initial recognition Is not deemed necessary 

The carrying value of trade and Other payables approximates its fair value. All payables are unsecured. 
Sundry deposits Include hall, lender and other general deposits. The Municipality did not default On any of 
Iheir payables 
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7 


UNSPENT CONDiTtPNAL GOVERNMENT GRANTS AND RECEIPTS 

Unspent Grente 

Nfllionel Govenimem Grants 
Provincial Oovemment Grants 
District Munlcipaltty 
Other Grants 

Less: Unpaid Grants 

Nalionai Government Grants 
Provincial Government Grants 
Distfid Municipality 
Other Grants 

Total Conditional Grants and Receipts 

Balance previously reported 
Correction of error - Refer to note 2S.06 


2012 

2011 

R 

R 

3,139.174 

4,397,734 

893,176 

1,394,200 

1,781.400 

3,095,215 

463,598 

499,469 

- 

505,550 

6,663,272 

23.551,392 

3,931,246 

21,534,016 

1,047,374 

1.047,374 

554,650 


(2,626,098) 

(18,163,658) 


36,442,858 


(44.626,516) 


(15,193,658) 


See appendix "D" for reconciliation of grants frorn other spheres of government, The municipality complied 
with the conditions attached to all grants received to the extent of revenue rccognisod. No grants were 
Withheld. 

Unspent grants can mainly be attribuled to projects that are worK In progress on the relevant financial year- 
ends. 


TAXES 


VATRECEIVABLE;(PAYAbLE) 11,519,772 14.8S2,92S 

LetSt Provision for impairment of receivables (5.744.0151 (2 733 9SS1 

NETVATRECEIVABLE/JPAYABLE) 3.075.757 12.122.970 


Vat Is receivable/payable on the cash basis, 

Balance previously reported 8,431,856 

Ccn-ection of error - Refer to note 29.13 (2.631.3051 


12,123,970 
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PROPERTY, PLANT AND EOUIPMENT 
See allached sheelt and roolaca 
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9 


10 


PROPERTY, PLANT AND EdlUiPMENT (CONTINUE) 
No BS3e|3 pledjjod be sscurfly, 


Impairment or property plant ond equipment for the year 


Impairment charges on Properiy. plant and Cquipmanl recognised In Elatemenl Of financial parTormpnee 


Land and Eujidings 
Other 


Tha Impairments occured due assela not found whan perTormlng tho asset count. The value of Ihe Impairment 
is equal 10 the carrying value as at the end Of tho reporting date. 

No Reversal of Impairment charges look place during the year of reporting. 

Cumulative Impairment charges [ncludod In major balances 

Land and Buildings 

Olher 


Effect of changes (n accounting estimates 
No effect change (n accounting estimole took place. 


INVESTMENT PROPERTY 

Net Carrying amount at 1 July 
Cost 

Accumulated Depreclatlorr 
Accumulated Impairment 

Acquisitions 

Disposals 

Depreciation for the year 
Impairment 

Transfers to/frorri Other classes 
Not Carrying amount at 30 June 
Cost 

Accumulated Depreciation 
Accumulated Impairmont 

Since the previous reporting date the following Investment Property were measured in accordance with GRAP 
1E and restated retrospectively: 

Cost 

Accumulated Depreciation 

Total not previously recognised now restated retrospectively 


(118,731) 


(459,149) 

- 


(577,880) 


(116,731) 


(459,149) 

- 


(577,8BD) 


2012 

R 

2011 

R 

26,112,755 

25,216,667 

25,424.500 

(311,765) 

25.424,600 

(207,843) 

(104,206) 

(103,922) 

25,008,629 

26,112,735 

25,424,500 

(415,971) 

25.424,500 

(311,765) 

25,424,500 

-115,971 

25.424,500 

'311,765 

25,008,529 

25,112,735 


There are no 
of disposal. 
There are no 
maintenance 


restrictions on the realtsaftilily of Investment Property or the remitlance of revenue and proceeds 

contractual obligations to purchase, constred or develop investment property or for repairs, 
or enhancements. 
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11 


12 


13 


INTANGIBLE ASSETS 

Computer Saftwaro 

Net Carrying amoumatl July 

Coat 

Accumulated Amortisallon 
AmorHaatlon 

Net Carrying amount at 30 June 
Cost 

Accumulated Amortisation 

Balance previously reported 
Conectlon of error ■ Refer to note 29,00 


The following material Inlangiblo assets are Included in IhO carrying value above 

Remaining Amertisalion 

De?«iP!iti|] Period 

A0BD Creative Sulla 4 (sonwarc) 3 years 

Pdcumenl management system 3 years 

No Inlanglblc asset was assed having an Indefinite useful life. There are no (nlernally genorated inlangible 
assets at reporting date. There aro no Intangible assets whose title is rasUlcted. There aro no inlanglhia assets 
pledged as aecurily for liabilities. There are nO contractual commllmenls for the acquisition of Intangible 
assats. 

INVENTORY 

Maintenance Materials - At cost 
Water ^ at cost 

Total Inventory 


Tho FIFO method was applied. The Inventory system Is currently manually Operated and all calculations for 
that matter were performed manually. An implomontatlon plan for a computerised Inventory system was 
developed and Implomenlallon has commenced. The system will be fully operational by Uie end Of June 2013. 


No inventory assets were pledged as security for liabililiea. 


RECEIVABLES FROM EXCHANGE TRANSACTIONS 

Eloctncity 

Water 

Refuse 

Sewerage 

Rental 

Other Consumer Debtors 
Chris Hani Debtor 
Sundry Receivables 

Total Receivables from Exchange Transactions 
Less; Provision for Impairment 

Total Not Receivables from Exchange Transactions 

Balance previously reported 
Correction of error - Refer to note 29,1 


2012 

2011 

R 

R 

42T,553 

569,030 

707.359 

707,359~ 

(279,801) 

(138,329) 

(141,859] 

(141,472) 

285,890 

427,660 

707,359 

707,359 

(421,660) 

{279,801) 


690,480 

(262,922) 


427,558 

Carrying Value 

2012 

2011 

R 

R 

8.665 

12,070 

277,014 

415,466 

217,555 

247.775 

155,047 

- 

373,402 

247,775 

2012 

2011 

R 

R 

1,977,227 

1,594,624 

20,357,942 

- 

21,506,191 

17,490,609 

25,023,687 

. 

311,278 

221,104 

3,963,239 

4,098,097 

25,018,637 

26,099,631 

357,379 

62,003 

90,617,779 

51,667,046 

(71,300,114) 

(22,339.699) 

27,137,665 

29,227,349 


1,117,112 

20,110,237 


29,227.349 


Consumer debtors are payable w(lhln 30 days. This credit period granted is considered to be consistent with 
the terras used In Ihe public sector, through establlahed practices and legislation. Dlscounltng of trado and 
other receivables on Initial recognition is not deemed necessary. The outstanding consumer accounts are 
secured by (he consumer deposits paid only. 
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RECEIVABLeS FROM EXCHANGE TRANSACTIONS (Continue) 

2012 

2011 


R 

R 

Ageing of Receivables from Exchange Transactions: 

(Electricity): Aqel!}q 

Current (D ^ SO days) 

72,330 

51,776 

3t - SD Days 

61.36d 

50,417 

St - SO Days 

S6.S33 

50.009 

4 00 Days 

1,764,320 

1,474,446 

Total 

1,977,227 

1,634,650 

(Wafer/' Aqelnq 

Current (0 - 30 days) 

376,976 


31 - SO Days 

366.797 


61 - so Days 

357.735 


+ 90 Days 

19,256.435 


Total 

20,357,942 

. 

(HgtogJ; Aae/ng 

Cun'ent (0 30 days) 

359,098 

321,951 

31 - so Days 

346,400 

332.SD7 

61 - 90 Days 

340,249 

328,248 

+ 90 Days 

20,462,436 

16,971,613 

Total 

21,608,191 

17,964,310 

LSsmi^afi}:. Affg/nq 

Current (0 30 days) 

479,300 


31 - 60 Days 

463,223 


61 - 90 Days 

457,390 


+ 90 Days 

23,623.766 


Total 

25,023,607 

. 

fflenfgfj;. Ageing 



Cun'ent (0 - 30 days) 

13,620 


31 60 Days 

9.928 


61-90 Days 

9,524 


+ 90 Days 

276,190 

221,104 

Total 

311.278 

221,104 

(Other): flqfffjq 



Current (0 - 30 days) 

□ 


31 . 60 Days 

0 

_ 

61 - an Days 

□ 

_ 

4 go Pays 

3,362,847 

4,096.097 

Total 

3,362,848 

4,090,097 

(Totel): Aqelnq 


" ' 

Current (0 -- 30 days) 

1,301,392 

373,730 

31 - 60 Days 

1,247,740 

382,924 

61 • go Days 

1,223,440 

306,257 

4 go Days 

63,368,601 

22,765,260 

Total 

73,141,173 

23,908,170 

ReconcFllatlon of Provision for Bad Debts 

Balance at beginning oF year 

22,339,639 

18,219.955 

Conlribullon to provision/(Reversat of provision) 

43,207,137 

5,023,178 

VAT portion of Conlibutlan/(Rever3s]] 

5,833,279 

(903,434) 

Sad Debts Written Off 

(0) 

(0) 

Balance et end of year 

71,300,114 

22,338,899 

The Provision for Impairment CCUfd be allocated between the different classes of reoeivsbies as tolldWS: 

Electricity 

1,276,298 

1,370,963 

Water 

17,407,579 

(33,262) 

Refuse 

18,673,233 

14,099,624 

Sewerage 

21,654,067 

(14,219) 

vat 

8,744,015 

2,739.955 

Other 

3.624,922 

3,376,638 


71,380,114 

22,339,639 


Concentrallons qF credit risk with respect to Irsde receivsbies are limited due td the municipality's large 
number CF customers. The municipality's historical experience in COllcdiOn of trade roceluabtes falls within 
recorded allowances. Due to these Factors, management believes that no additional risk beyond amounts 
provided for collaction losses Is inherent in Uic municipality's trade receivables. 
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2012 2011 

14 RECEIVABLES FROM NON^EXCHANdE transactions R R 


Rates 

15,842,045 

14,172,256 

Other Receivables 

36,109 

36,109 

Other Receivables 

36,109 

36,109 I 

Total Receivables from NomExchange Transactions 

16,076,153 

14,208,395 

Less; Provision For Impairment 

(14,312,704) 

(1 2,202.596) 

Total Net Receivables from Non^Exchange Transactions 

1,665,449 

1,925,808 


Rales debtors are payable wilhln 30 days. This credit period granted is considered to ba consistent with the 
lerms used In |he public sector, through oslabilshed practices and leglslellcn. Dlscounllng of rates debtors are 
not performed In terms OF GRAP 104 on Initial recognition. 

Ageing of Receivables from Non-EjiChange Transadions: 


(Ratesi: Ageing 

Currenl(0-30days) 6S1.032 191,753 

31 - 60 Days 304,161 347,926 

61 -SO Days 2S1,40S 342,613 

+ 90 Days 14,395,424 13,072.999 

Total 15,843,045 13,955,089 


Raconclllatlon of Provision for Impairment 

Balance at beginning of year 12,282,586 9,613,395 

Contribution to provlslon/[ReversaI of provision) 2,030,1 16 3,799,591 

Bad Debts Vt/rttten Off - . 

Balance at end of year 14,312,704 12,293,596 


The entire provision for bad debts relates to the outstanding rates balance. 

Contfintralions of credit risk with respect to trade receivables are limiled due to Ihe municipality's large 
number of customars. The municipality's hiSlCflcal experience in collection oF trade receivables falls within 
recorded allowances. Due lo these factors, management believes that no additional risk beyond amounts 
provided for collection losses is Inherent in the municipality's trade receivablas. 


15 OPERATING LEASE ARRANGEMENTS 


The Muntclpallty as Lessor (Asset) 

Balance on 1 July 

48,042 

10,391 

Movement during the year 

28,001!) 

37,661 

Balance on 3Q June 

76,042 

40,042 

At the Statement oF Financial Position dale, where the municipality acts as a Lessor under Operating leases, it 
will receive operating lease Income as Follows: 

Up to 1 Year 

379,037 

342,064 

1 to 5 Years 

, 353,463 

669,768 

More than 5 Years 

326,193 

417,929 

Total Operating Lease Arrangements 

1,097,693 

1,430,563 

Balance previously reported 

Corraction oF amor - Refer to note 29.12 


64,010 

(15,969) 

49,042 


The Municipality does not engage in any sub-lease arrangements. 

The Municipality did not receive any contingent rant during the year 

Certain of the Municipality's properties are leased to third parties to generate rental income. Leases receipts 
escalate annually on average by 10‘A. Lease agreements are nomcanGellable and have terms from 3 to 1Q 
years. 
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CASH AND CASH EQUIVALENTS 


2012 2011 

B R 


Assets 

Call ini/e$lmcnts Doposiis 
BanK Account* 

Cash ploal* 

Total Cash ond Ciish Equivalents ■ A±*0tS 


Cash and cash equivalents comprise of cash held and Short term doposlis. The carrying amounl or Ihese 
assets approximate* their fair value. 

The Municipality ha* the following bank accounts: 

Current Accounts 


Standard Bank - Current Account - 0S2-665-9S8 
Standard Bank - Current Account - 082-630-531 
First National Bank - Current Account - 620-4698-8428 


All accounts |s cleared dally to Primary Bank Accounl; currenl account 062-665-958. 

Stantlurtf Bunk - Current Account ■ 0$2-OCS-$S6 
Cash book balance at beginning of year 
Cash book balance at end of year 

Bank statement balance at beginning of year 
Bank statement balance at end of year 

Sfandand Bank - Curronf Account - Dfl2-fi3(J-C31 
Cash book balance at beginning of year 
Cash book balence at end of year 

Bonk Slalement balance at beginning of year 
Bank statement balantie at end of year 

First National Bank - Current Account ■ 820-4356-6426 
Cash book balance at beginning of year 
Cash book balance at end of year 

Bank stalament balance at beginning of year 
Bank statement balance at end of year 


PROPERTY RATES 
Actual 

Rateable Land and Buildings 

Residential, Commercial Property, State 
Agricultural 

Less; Rebates 

Total Assessment Rates 

y jlantiBns 

Rateable Land and Building*; 

Residential 

Agricultural 

Government 

Business $ Commercial 

Municipal 

Exempt Properties 

Total Assessment Rates 


26,518,748 

36.375,532 

15,804,328 

7,374,889 

8,516 

6,515 

42,427,580 

43,755,996 


2012 

2011 

R 

R 

14,233,412 

8,602.509 

480.761 

619.760 

1,190.154 

172,619 


16,904,328 7,374,889 


6,682.509 

13,778.803 

14.233.412 

6,682.509 

6.915.554 

13,778.803 

14.233.412 

6,915.554 


519.760 

170,618 

480.761 

519,760 

520,452 

946,513 

470,464 

520,452 

172.619 

529.311 

1.190.154 

172.619 

124,380 

529.311 

1.412.947 

124.380 


3,901,446 

5.267,942 

3,901,445 

5,267,942 

(504,309) 

(3.003,479) 

3,397,139 

2.264.494 


305.055.050 

8.466.200 

75.524.000 
107,474,400 

64.436.000 
13,302,400 

576,138,060 


Valuations on land and buildings are performed every four year*. The last valuation came Into effect on 1 July 
2009. 


Rebates can bo defined as any Income that the Municipality Is entitled by law to levy, but which has 
subsequently bean forgone by way of rebate or remission. 
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IB GOVERNMENT GRANTS AND SUBSIDIES 

UrtcancfUICinal Grants 
Equilablc Share 

Conditional Grants 

Gronts and subsldiss 
Suhsieiies 

Total Government GranlE and Subetdles 

Government Grants and SubSidifiB - Capital 
Government Grants and Subsidies - Operating 


Revenue recognlfied per vote as required by Section 123 (c) ottha lUlFMA 
Equitable share 

Budget and Treasury 

Community Services 

Corporate Services 

Council 

Electricity 

Executive 

IPED 

itoads Transport 
Water and Sanitaticm 


The municipality does not expect any Significant changes to the level of grants, 

1S,1 Equitable share 
Opening balance 
Grants received 
Conditions met ^ Operating 
Conditions met - Capital 

Conditions still to he met 

The equitable Share is the unconditional share of the revenue raised nationally and Is being allocatad In terms 
or $ecllon 214 or Ihe Constitution (Act 10B of 1996) lo the municipality by Iho National Treasury. 

1B,2 Local Government Financial Management Grant (FMG) 

Opening balance 
Grants received 
Conditions met - Operating 
Conditions met - Capital 
Conditions still to be met 

The Financial Management Grant Is paid by National Treasury lo municipalities to help Implement the linsnclal 
reforms required by the Municipal Finance Management Act (MFMA), 2003, The FMG Grant also pays for the 
cost of the Financial Management Internship Programme (e,g. salary costs of the Financial Management 
Interns), 

18.3 Municipal Systems Improvement Grant (MSIG) 

Opening balance 

Grants received 
Conditions met • Operating 
Conditions met * Capital 
Condillons slill to be met 

The MSIG was used for building In-house capacUy to perform municipal functions and stabilise institutional and 
governance systems. 

18.4 Municipal Infraalructure Grant (MIG) 

Opening balsnce 

Grants received 
Conditions met - Operating 
Conditions met - Capitel 
Conditions still to be met 


2012 

2011 

R 

R 

61,066,000 

51,329,916 

61,056,000 

1 51,329,916 

12,617,763 

32,224,289 

12,517,763 

32,224,289 

73,673,763 

83,554,205 

1.42S,4BS 

23,016,997 

72,148,293 

60,537.208 

73,573,763 

83,664,205 


61 ,056, 660 

51,329,916 

2.765,626 

2,566,073 

55,071 

36,500 

80,236 

113,986 

480,163 

1,213,057 

5,134,100 

4,345,900 

120,000 

- 

1,574,490 

258,776 

1,867,704 

23,669,997 

429,573 

- 

73,573,763 

83,554,206 


61,056,000 

51,329,916 

(61,056,000) 

(51,329,916) 

- 

- 


290,100 

35,315 

1,500,000 

1,250,000 

(1,911,202) 

(995,215) 

(121,102) 

290,100 


• 

840,856 

790,000 

750, ODD 

(864,424) 

(1 ,590,858) 

(64,424) 

- 


(21,534,018) 

(1.557,021) 

19,217,000 

3,040.000 

(3.236) 

- 

(1,425,468} 

(23,016,997) 

(3,745,722) 

(21,534,013) 


The grant was used |o upgrade infrastructure In previously disadvantaged areas. 
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IS CQVERNMENT GRANTS AND SgpsiDtES (CONTINUE) 

18.5 Housing Grant 
Opening balance 
Grants received 
Conditions met - Operating 
Conditions met - Capital 

Grant e^tpcndilure to be recovered 

Housing grants was utilised for the development of oven; erection Of top stmclures and Iho Installing of basic 
service Infrastracture; for example Water; Streets and Sewerage, 

10.6 Itltcgrated Nalloria! Elo Ctrl flea (ion Grant ((NEP) 

Opening balartce 

Grants received 
Conditions met - Operating 
Conditions met - Capital 

Grant expenditure |q be recovered 

The National Electrification Grant was used for electrical connections In previously dlsedvanlagod areas. 

10.7 Other Grants 
Opening balance 
Grants received 
Conditions met - Operating 
Conditions met Capital 
Conditions still to be met 


Various grants were received from other spheres of government (e.g, Library fund and Extended Public Works 
Program) 

10.0 Total Grartts 

Opening balance 
Grants received 
Conditions met - Operating 
Conditions met - Capllal 

Conditions still to be met/(Granl expenditure to be recovered) 

Dis closed as foHow s: 

Unspent Condllionai Government Grants and RccgIpIe 
Unpaid Conditional Government Grants and Receipts 


SERVICE CHARGES 

Electricity 

Water 

Refuse removal 

Sewerage and Sanilalion Charges 

Less: Rebates 
Total Service Charges 


Rebates can be defined as any income that (he Municipality is entitled by law lo levy, but which has 
subsequently been forgone by way of rebate of remission. 

OTHER income 

Administration Charges 
Cemetery Fees 

Chris HanI DM (Water & Sanitation) 

Duplicate documents 
Pound Fees 
Reglslrallons 
Sundry Income 
Total Other Income 


2012 

2011 

R 

R 

(1,017,968) 

(1,017,968) 

“ 

0 

- 

- 


(1,017,968) (1,017, 9Ge) 


1,004, 100 

2,350.000 

4,480,000 

3,000,000 

(5,134,100) 

(4,345.900) 


350, dOD 1,004,100 


3,074,129 2,951,547 

2,189,323 53,727,817 

(3,189,333) (53,605,235) 


2.074,119 

3,074,128 

(18,183,658) 

89,232,323 

(72,148,295) 

(1,425,459) 

3,602.731 

113,097.732 

(111,967.124) 

(23,016,997) 

(2,525,098) 

(18,183,658) 

3,138,174 

(5,663.272) 

4,397,734 

(22,581,392) 


^(^25£98|_ (1fl.1S3.658j^ 


5,817,222 

5.373,374 

3,101,353 

(7,424) 

2.685, 094 

2,559,099 

3,815,140 

(440,610) 

15,419,617 

7,494,439 

(576,591) 

(610,512) 

14,743,226 

6,873,927 


191,576 

i,ei9 

29,437 

26,796 

25.969,534 

- 

21,963 

12,319 

41,015 

39,222 

1,264 

1,422 

66,319 

233,757 

26,321,208 

315,135 


Sundry income represents sundry income such as cleaning of sites, private work and 
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21 EMPLOYEE RELATED COSTS 

Salaries and 
Annual boou? 

Conlrlbullons for UIF, ponslons and medical aids 

Housing Subsidy 

Leave Reserve Fund 

Long service awards 

Overtime 

PoEl Employment Health 
Performance bonus 
Skills development levy 

Travel, motor car, telephone, assislance and other allowances 

Employee Costs allocated elsewhere 
Total Employee Related Costs 

Municipal Matiagcr and all other Senior Managers ere appointed on fixed term contracts, 
REMUNERATION OF KEY MANAGEMENT PERSONNEL 

Rcmu/ieral/o/i ot the Afun/ol]pa/ Manager 
Annual Ramunerallon 
Performance Bonuses 
Back dated remuneration 
Leave encashment 

Travel, motorcar, telephone, asslstence and olher allowancas 

Contributions to UIF, Medltal and Pension Funds 

Total 

Romrrae/ar/on of (he WSrtaper Tec/in/ca/ SeAr/cos 

Annual Remuneration 

Performance Bonuses 

Back dated remuner&Hon 

Leave encashment 

Travel, motorcar, telephone, assistance and other allowances 
Conlributlons to UIF, Medical and Pension Funds 

Total 

RernunQratfon of the Manegef Corporate Services 
Annual Romunerallon 
Performance Bonuses 
Back dated remunflralion 

Travel, motor car, telephone, assistance and other allowances 

Contributions to UIF, Medical and Pension Funds 

Total 

Remunentton of the Chief f^lnertciinf Officer 
Annual Remuneration 
Performance Bonuses 
Back dated remuneration 
Leave encashment 

Travel, motor car, telephone, assistance and other allowances 

Contributions to UIF. Medical and Pension Funds 

Total 

Remuneration ot the lVranej 7 er Community ScrV/ccs 

Annual Remuneration 

Acting Allowance 

Back dated remuneration 

Leave encashment 

Travel, motor car, telephone, assistance and other allowances 

Contributions to UIF, Medical and Pension Funds 

Total 

Rem Un ora I/on of the Menngor IPED Services 
Annual Rcmunerellon 
Performance Bonuses 
Back dated remuneration 
Leave encashment 

Travel, motor car, telephone, assistance and other allowances 

Contributions to UlF, Medical and Pension Funds 

Total 

Remuneration of the Manager Strategic Services 
Annual Remuneralion 
Performance Bonuses 
Back dated remuneration 

Travel, motor car, telephone, assislance and other allowances 

Contributions to UIF, Medical and Pension Funds 

Total 


2012 

2011 

R 

R 

25,605,034 

17,316.514 

1.604,076 

1.024,866 

4.948,041 

3.776,430 

584.722 

451,993 

2,635.635 

562,798 

212,044 

168,023 

1,313.739 

823.717 

307,646 

173,123 

681,821 

610,337 

303,273 

202.170 

2,441,143 

1,909,531 

40,637,379 

27,039,501 

40,637,379 

27,039,601 



517.882 

469,068 


- 

66,229 


37,414 

34,809 


63.685 

- 


203.375 

192,096 


132,925 

123,528 


966,281 

896,730 


472,050 

414,775 


- 

36,850 


- 

30,489 


29.360 

- 


172,786 

163,200 


136,888 

127,661 


611,104 

771.806“ 


469,256 

414,775 


- 

50,263 


32,660 

30,489 


172,766 

163,200 


136,687 

127,581 


811,810 

786,328 

“ 


327,975 

465,373 


- 

44,696 


15,563 

30,469 


82,651 

. 


109,613 

132,719 


64,114 

107,468 


620,016 

780,744 


439.212 450,775 


50,032 

- 

32,880 

30.489 

38,194 

26,461 

172,786 

127,200 

136,912 

127,581 

670,016 

762,506 

439,212 

414,775 

- 

11,640 

32,880 

30,489 

49 

- 

172,786 

163,200 

136,839 

127,501 

781,766 

747,605 

439,212 

414.775 

- 

55,870 

32,880 

30,489 

172.786 

163,200 

135,006 

127,561 

779,686 

791,016 
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RElWUtJERATION OF COUNCILLORS 

Mayor 
Speaker 
Chief \/Vhlp 

Executive Committee Mombera 
Councillors 

Total Councillors' Remuneration 
In-kind Benefits 

The Mayor and Speaker are full-lime, The Mayor and Speaker are provided with offices and Soofelarial 
support at the cost of the Council, The Mayor has use of e Council owned vehicle and a driver for official 
duties. 

DEBT IMPAIRMENT 

Trade Receivablea from exchange transactions - Note 13 
Trade Receivables from non-exchange transacllons - Note 14 
Total Contribution to Debt Impairment 

DEPRECIATION AND AMORTISATION 

Property Plant and Equipment 
Investment Property 
Intangible Assets 


FINANCE CHARGES 

Sank Overdraft 
Long service awards 
Long-term Uiabililies 
Post Employment Health 
Total flnflhce charges 

BULK PURCHASES 

Electricity 

Total Bulk Purchases 

OTHER OPERATING GRANT EXPENDITURE 

Operating grant expenditure per vote 
Budget and Treasury 
Community Services 
Corporate Services 
Council 
Electricity 
Housing Sen/tces 
IPED 

Roads Transport 
Water and Sanitation 

Total Operating grant expenditure 


2012 

2011 

R 

R 

631 .S63 

S93.9&0 

599,604 

479,738 

264.769 

- 

1,537,547 

1,200.473 

5.325,7S7 

4,380.171 


S.269.6flfl 6,664,362 


43,207,137 

5,023,178 

2,030,116 

2,768,591 


45,237 7,761,769 


19,872,453 

19.234,855 

104,206 

193,022 

141,869 

141,472 

20,118,519 

19,480,249 


- 

20,798 

54,696 

41,769 

89.244 

(1.671) 

196,505 

155,387 


340,445 216,303 


9,699.328 7,299,661 


5,699,328 

7,290,551 

2,548,733 

2,428,907 

188,063 

47,859 

69,974 

77,999 

939,034 

1,366,583 

4,503,596 

3,812,193 

5,400 

20,400 

2,232,565 

1,169,086 

256,476 

1,699.419 

453,883 

-0 

11,199,724 

10,842,448 
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28 


GENERAL EXPENSES 


2012 2011 

R R 


Advenlsenienl$ 

Audliora Remuneralion 
Rank Charges 

Chris HanI DM {Capital ilems) 

Cleaning 

Conferences and Seminars 
Consulling and ProleKiOnal fees 
Contribution; ResloraKon cost landfill sites 
Fuel and oil 
Insurance 

Lease rentals on operallng lease 
Marketing 
Now Connections 
Operational cost; Landfill site 
Plant Hire 

Printing and stationery 
Prolective Clothing 
Public parllcipallon 
Security 

Software expenses 

Special Community Projects; example Youth day 
Subscription and Membership foes 
Telephone and fax 
Training 

Transport and freight 
Travel - larval 
Ward Committee cost 
Water semples 
General Expenses 

General Expenses 


188,395 

1,638,748 

171,SS2 

3,055,284 

145,723 

617,581 

2,715,359 

130,458 

2,691,091 

569,107 

525,302 

120,342 

676,957 

3,467,081 

6,865.896 

751,985 

142,619 

448,660 

1,086,279 

597,927 

264,764 

443,507 

566,577 

653,720 

2,965,761 

841.998 

646,039 

2,905,439 

37.898,351 


68,897 

2,307,627 

152,294 

118,921 

372,765 

1,466.796 

130,456 

633,769 

460,716 

747,779 

121,081 

968,176 

{51,991) 

565,614 

117,510 

667,373 

201,170 

263,279 

229.681 

692,967 

645,630 

436,703 

2,391.514 

(1,277) 

996,963 

14,644,633 
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29 CORRECTION OF ERROR IN TERMS OF GRAP 3 

29.01 LONG-TERM LIABILITIES 

Balance previously repoHcd 

Correclion of finance lease It^Nlly - Refer to note 1 


The period of the aroortiSdtion tables and lease agraem^nl differed. 

29.02 EMPLOYEE BENEFITS 
Selance previously reported 

Reclasslfloallon of Non-corfonl employee henefUs - Refer to note 2 

Correction of Non-currenl employee benellls (Continued Medical aid) - Refer to note 2 

First time Implemenlation of Long Service awards - Refer to note 2 

Reclassification of current provisions as Employee benelils {Non-CUrrenl) and correcting the provision for 
continued medical aid as well as the first time recognlUon of Lonfl Service Awards. 

29.03 PROVISIONS (Non- Current and Current) 

Balance previously reported 

ReclasslliCOlion Of current employee benefits (Prorata bonussas) - Refer |o note and note 5 
Reclassification of non-cun-enl provision (Landiill silos) - Refer to note and note 3 
Correction of Ihe provision for Landfill sites) - Refer to note 3 

Reclassincdlion of current provisions OS a non-current provision and correcting the provision for tandfilt sites 
rehabililalions. 

29.04 CURRENT EMPLOYEE BENEFITS 
Balance previously reported 

ReclassilicaliOn of prorata bonus provisions to currant employee benefits - Refer to note 5 
Reclassltlcatlon of accrued leave provision to current employee benefils - Refer to note 6 
First lime recognition of current portion of non CUdCnt employee benefits - Refer to note 5 
First time recognition of other cun'ent employee benefits - Refer to note S 


Reclassification of the prorato bonusas; accrued leave; and current portions of non current employee benefilS, 
The reclasslncatlons arc from payables and provisions. Porfonnanca bonuses has been recognised for the first 
time, 

29.05 PAYABLES FROM EXCHANGE TRANSACTIONS 
Balance previously reported 

Clearing and recalssificalion of the cash SUSpenco - Refer to note 5 
Reclassitied accrued leave as current employee benafits - Refer to note 6 and to note 5 
Recognition and correction of payaments rCceivad In advance - Refer to note 6 
Corrections of trade payables • Refer to note 5 


Reclassincallon of payables; clearing and con-ectlon of trade payables. 

29.06 UNSPENT GOVERNMENT GRANTS AND SUBSIDIES 
Balance previously reported 

Previously reported as Prepayments now reported as unpaid government grants and subsidies - Refer to note 7 
Revenue equal to eKpendilura not recognised prior to 1 July 2010 - Refer to note 7 
Revenue equal to expenditure not recognised for 2010/2011 - Refer to note 7 


Some of Ihe unspent Govamment grants and subsidies was previously reported as prepayments. Tha 
recognition of the revenue equal lo the value of expenditure that met the COnditiemS of iho grant; was not 
performed correctly. 


95,505 

(10,336) 

85,169 


1,218,637 

331,033 

1,064,214 

2,613,884 


8,823,336 

(341,512) 

(6,903,802) 

2,678,022 


341,612 

1,066,568 

411,846 

1.163,423 

3,003,348 


28,162,967 

(21,604.723) 

(1,066,568) 

61,757 

84,536 

3,737.969 


26,442,856 

(7,204,905) 

(6,240,350) 

(31,181,261) 

(18,183,65 8) 
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29 CORRECTION OF ERROR IN TERMS OF CRAP 3 (COntlnUs) 

2011 
R 

223,a4M2e 
(164,090,776) 
379,626,624 
(16.879) 
(36,121,023) 
_ (1S.234.856) 

384,000,517 

ImplEmenlallon of CRAP 17 as well as to ensure that all property, planl and equipment Is Identified and 
measured. 


29.08 INVESTMENT PROPERTY 
Palanoc previously reported 

Flrsl time indenlincation and measurement of properties registered in the name of the Municipality - Refer to note ID 
First time recognlllon of dopraciatlon on Inveslmenl properties prior to 1 July 2010 - Refer to note 10 
Recognition of depreciation charges for 2010/201 1 - Refer to note 


29.09 INVESTMENT PROPERTY 
Balance previously reported 

Reclasaincallon from PPE “ Refer to notes 11; 9 and 29.07 

First time recognition Of amorisatlon on Intangible assets prior to 1 Juty 2010- Refer to note 11 
Recognition of amortisation charaes for 2010/2011 - Refer 10 note 11 


29,10 RECEIVABLES FROM EXCHANGE TRANSACTIONS 
Balance previously reported 

Rodassificalion from receivables from non cxchanpe Iransactlons ^ Refer to note 13 
Correction of general ledger accounts - Refer to note 13 


Mainly represenled by the raclasslflcallon of Chris Hani DiSlrid Municipality debt as receivables from 
exchange iransacllons. 

29.11 RECEIVABLES FROM NON EXCHANGE TRANSACTIONS 

Balance previously reported 29,393 66i 

Difference between prior financial staiemenis and trail balance (5) 

Reclassificalion of debtors- Refer lo note 13; 14 and note 29.1 (27.467,647) 

Correction of general ledger accounts - Refer to note 14 

1,925,600 


The 2011 AFS and lhe trail balance did not balance and the receivables from exchange was out, The 
reciassincallon Is mainly lhe Chris Hani District Municipality 

29.1 2 OPERATING LEASE ARRANGEMENTS 

Balance previously reported 
Correction of prior year caiculalions • Refer to note 16 


Based on the available informaiion the operellng leases was recalculated 


29.13 TAXES 


Balance previously reported 9 494 

Debl impairment prior periods and 2010/201 1- Refer lo note 8 (2, '739,955) 

Con-flcllons due lo reconciliation of payables - Refer lo note 6 5.371,260 

Balance of Taxes - Current Liabilities 12,122.970 


The net amount of VAT has been reported in the Statement of Financial Position. The VAT portion on 
exchange and non-exchange receivables treated In the past as an expenditure item in the position of financial 
performance was Con-ccted. 


64,010 

(15,966) 

48,042 


1,117,112 

27,467,847 

642,309 

29,227,349 


690,480 

16,879 

(138,329) 

(141,472) 

427,558 


25,424,500 
(207,843) 
(1 03.922) 

26,112.735 


29.07 PROPERTY. PLANT AND EQUIPMENT 
Balance previously reported 

Writing back of original cost once iridenlincalion and measurement of existing assets after 30 June 2008 - Refer lo note 9 
Measurement of assets not In Itie capital asset register at deemed cost • Refer to note 9 
Reclassification of Intangible assets - Refer to note 9 and nola 29.09 

First time recognition of depreciation on property plant and equipment prior to 1 July 2010 - Refer to note 9 
Recognition of deproclellon charges for 2010/201 1 - Refer to nolo 9 
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CORRECTION OF ERROR IN TERMS OF G RAP 3 (ConUnuel 

28,14 STATEMENT OF FINANCIAL POSITION 

REVENUE PREVIOUSLY REPORTED 
Property rales 

Property on tho valuslion roll not previously levied was brought In be wall as some other correclions based on 
a roconciliation between ualualiofi roll and billing system. 

Government grants and subsidies 
The revenue was not recognised ccrrectly. 

Actuarial gains 

An actuarial gain was recognised in the stalement o( financial pertormance based on the aduarial calculations 
of employee benefits. 

Service charges 

Correction of levies 

Rental of facilities and equipment 

Relates to the oparaltng lease register entfies 

Interest earner/ ^ outstanding debtors 

Relates to Interest charges on outstanding debtors 

Licences and permits 

Reclassification of accounts 

Agency services 

Recognition of vehicle licensing In correct period and rect&ssincalton Of accounts 

Other income 

Recognition the debt Impailtnonl reverse! and |ha correcljon of long-tenri receivables, ■ 


EXPENDITURE PREVIOUSLY REPORTED 
Employee related costs 

With Ihe correcling of post rellrement bcnelils and the Long service awards based on an actuarial valuations 
the in year pay-outs was reversed; tho required contribution and finance charges was rcCognlEod in the 
stalement of financial performance. The recognition of current employee benefits pay-outs were accounted for 
directly In the statement Of financial position; whereas the physical pay-OUtS Should havo been recorded to the 
provisions and lhe necessary contrlbuflons should have been recorded In the slatemant of financial 
performance. 

Remuneration o/counc//fors 

The cxpcndilure of continued medical contribution In respect of retired persons was Ineorreclly Classified as 
remuneration of Councillors, 

Deprec/af/on and amortisation charges 

depreciation charges was recognised based first lime implementation of GRAP 17. 

Repairs and maintenance 

Tha figure was adjusted to the reconciliation of payables. 

Actuarial fosses 

The camectlng of post retirement benefits and long service awards; based On an actuarial report; an ecluarlel 
loss was recognised. 

Finance charges 

The post retirement benefits and [ong service awards; based on an eoluarlel report; required finance Charges 
to be recognised against the Statement of financial performance. The correcling Of the finance lease intcrost 
had bIed an Influence, 

Other operating grant expenditure 

This expenditure was not previously reported as a separate line Hem, 

Administration and Management Fees paid 

Only the agency fees of the vehicio registration function Is reported. 

General expenses 

The reclasslflcallon of ether grant expenditure; as mentioned above; the Implementation of the Landfill site 
required a conlrlbutlen; and the correcling of the In year COSt of landfill sites caused largest portion of the 
correction. Apart from this the rest relates lo recfaSsilication of expenditure line Items and the correction of 
payables. 


2011 

R 

65,736,870 

1,032.266 


31.074.1SS 

40,600 

(446,107) 

(15.669) 

(12,300) 

2,137 

209,973 

43,182 

97.6fi5.0S6 


R 

75,223,235 

398,629 


(6,980) 

19,480.249 

30,666 

197,974 

195,S0S 

10.842,445 

283,870 

(10,049,691) 


96.896.924 
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ZS CORRECTION OF ERROR IN TERMS OF QRAP 3 (Contlpue) 

29,1 S STATEMENT OF CHANGES IN NETT ASSETS 


2011 

R 


Balsnce prevtoualy fcjjsrtod 255,114,781 

Cash and ca$h dquivalanls ggy 

Curranl employee benofits (537,652) 

Employee benefils {1,178*227) 

Inlangibie assets (i2l|45(j) 

Investment property 25,216^657 

Long-ierm liabilities a_eB4 

Non-currenl provisions 7,0D2|434 

Operating lease affanaemenls ’ (103) 

Property, plant and equipment 1 73.533,736 

Racaluahlas from exchange transactions (684.663) 

Taxes 2,733,353 

Unspent conditional government grants and receipts 6,265.467 

Unspent public contributions ' 2o!o38 


601,331,454 


2012 2011 

30 RECONCILIATION BETWEEN NET 5URPLUSr(DEFIClT) FOR THE YEAR AND dA$H R R 


Surplus/(Deficlt) for the year 

(53,533,785) 

1.063,132 

Adjustments for: 



Depreclstlon/Amortlsatloh 

Impairment Loss 

Contributions to Non-Current Provisions 

Dobt Impairment 

Finance charges 

Grants Recalved 

Grant Expenditure 

Operating lease Income accrued 

Operating SurpluE/(Deflclt) before changes in working capital 

Changes In working capital 

20,116,519 

577,880 

901,349 

45,237,255 

83,232,323 

(73,573,763) 

(26.000) 

23,280,584 

(28,448,355) 

19,480,249 

471,602 

7,791,769 

197,176 

113,097.732 

(134,884,121) 

(37,764) 

7,343,150 

{10,652.394) 

Increasc/fDecrcasc) in Payables from exchange transactions 

Increase/fDecroaso) In Employee benelils 
increase/tDecreaso} In Taxes 
([rtcrease)/Decreaso in Inventory 

{increase)/Decreasc in Receivables from exchange and non-oxchanga iransaclions 

2,760,832 

2,655,838 

9,047,212 

(125,627) 

(42,787,211) 

209,516 

288,941 

(6,313,247) 

764,541 

(5,502,146) 

Cash generated/(absorbed) by operations 

831,629 

(3,209.244) 

CASH AND CASH EQUIVALENTS 



Cash and cash equlvalonls included In the cash flow statement comprise the following: 

Call Investments Deposits - Note ie ‘ 

Cash Floats -Note 16 

Bank - Note 16 

26,516,748 

6,515 

15,904,328 

36,375,592 

6,515 

7,374,889 

Total cash and cash equivalents 

42,427,590 

43,756,996 

RECONCILIATION OF AVAILABLE CASH AND INVESTMENT RESOURCES 



Cash and Cash Equivalents ^ Nolo 31 

42.427,590 

43.756,396 

Less; 

42.427,590 

3,138,174 

43,756,996 

4.397,734 

Urtspent Committed Conditional Grants • Note 7 I 

3,138,174 

4,397,734 1 

Resources available for working capital requirements 

Allocated to: 

Employee Benefits Reserve 

Non-Current Provisions Reserve 

39,289,416 

9,392,769 

2,708,478 

39,359,282 

5,517,232 

2,578,022 

Resources available for working capital requirements 

27,189.168 

31,164,007 


33 UTILISATION OF LONG-TERM LIABILITIES RECONCILIATION 


Long-term LiabilitlBS - Note 1 

1,397,808 

85,169 

Used to linancfl property, plant and equipment - at cost 

(1,397,808) 

(85,169) 

Cash sat aside for the repayment Of long-term l[Bb]lilleE 

_ 

: 

Cash Invested for repayment Of long-term liabilities 

■ 



Long-term liabllllles have been Ultliiied in accordance with the Municipal Finance 
Management Act, 
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34 


BUDGET COMPARISONS 



2012 

2012 

2012 

2012 


R 

R 

R 



(Actual) 

(Budget) 

(Variance) 

(*/□) 

Operational 





Revenue by source 





Property Rates 

3,397,136 

1,972.680 

1,424.456 

72% 

Govarnment GrsnU and Subsidies Cspiial 

1.42S.466 


1,425,468 

100% 

Govemmenl Grants and Subsidies - Operating 

72,148,295 

93,633,094 

(21,484,798) 

‘23% 

Fines 

832 

- 

632 

100% 

Reversal of Debt Impairment 

94.665 

* 

94,665 

100% 

Service Charges 

14,743,226 

15,179,508 

(436,282) 

-3% 

Rental of Facilities and Equipment 

739,147 

602,756 

(63,611) 

-8% 

Interest Earned external (rtveslmenls 

1,911,317 

1,265,000 

646,317 

$1% 

Interest Earned - outsianding deblors 

5,610,555 

3,978.826 

1,631,727 

41% 

Licences and Permits 

4,783 

2,790 

1,993 

71% 

Agency Services 

324,512 

13,455,330 

(13,130,818) 

-98% 

Other Income 

26,321,208 

12,890,320 

13,430,858 

104% 


126,720,943 

143,160,306 

(15,459,364) 

‘11% 

Expenditure by nature 





Employee Related Costs 

40,637,379 

31,560.523 

(9,076,856) 

29% 

Remuneration of Councillors 

6,269,699 

9,408,611 

1,139,112 

-12% 

Debt Impairment 

45,237,255 

748.90D 

(44,488,355) 

5940% 

Depredation and Amortisation 

20,118,519 

2,950,000 

(17,168,519) 

582% 

Impairments 

577,880 

■ 

($77,880) 

‘100% 

Repairs and Maintenance 

5,927,343 

5,870,654 

(56,089) 

1% 

Actuarial losses 

346,606 

- 

(346,806) 

-100% 

Finance Charges 

340,445 

25,873 

(314,572) 

1216% 

Bulk Purchases 

9,690.328 

10,200, ODD 

500,672 

‘5% 

Other Operating Grant Expenditure 

11,199,724 

16,742,737 

5,643,013 

‘33% 

Administration and Management Fees paid 

37,898,351 

- 

(37,898,351) 

-100% 

General Expenses 

- 

35,058,137 

35,058,137 

100% 


160,254,728 

112,565,634 

(67,589,094) 

80% 

Net Surplus for the year 

(53,533,785) 

30,614.674 

(64.148,459) 

■278% 


2012 

2012 

2012 

2012 


R 

R 

R 



(Actual) 

(Budget) 

(Variance) 

{%) 

Expenditure by Vote 





Budget and Treasury 

14,196,109 

11,904,654 

2,291,455 

19% 

Community Services 

7,117,346 

6,107.514 

1,009,832 

17% 

Corporate Services 

9.622,563 

10,461,322 

(838,759) 

-8% 

Council 

14.552,919 

16,037,629 

(1,484,909) 

-9% 

Eleciriclly 

15,637,617 

15,867,455 

(249,836) 

-2% 

Executive 

6,044,935 

5,109,012 

935,923 

16% 

Housing Services 

1,554,499 

1,150.564 

403,935 

35% 

IPED 

5,211,920 

7,840,448 

(2,628,528) 

-34% 

Refuse 

12,513,061 

3,335,240 

9,174,821 

275% 

Roads Transport 

31,926,077 

18,634,622 

15,291,355 

92% 

Water and Sanitation 

51,877.761 

16,093,975 

43,763,806 

242% 


180,264.726 

112.665,634 

87,689,094 

60% 


t'age SO 
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34 eUDGET COMPARISONS (CONTINUE] 


The cast driuef Of the unaulharised expenditure end contributing amount per cost driver 9re ItJled in Ihc [able 
below: 


Vote 

Cost driver of the unauthorised 

Amount 


Debt impairment 

1.642,089 

Budget and Treasury 

Leave orovislon 

244,767 

Actuarial losses 

348.806 


Impairment of assets 

390.286 

Community Services 

Depreciation charges 

913,235 

Impairment of assets 

118.815 

Executive 

Basic Salaries 

S09.519 

Leave Provision 

164,667 


performance Bonus Provision 

321,579 


Employee related cost; inci leave post retirement; long 

senrice and accrued leave coniribulions 

297,624 

Housing Services 

Debt impairment 

62.430 


General expensos 

36.909 


Finance charges 

11,900 


Debt impairment 

3,474,709 


Operalional cost of land fill sites 

3.467,081 

Refuse 

Contribution: Rehabilitation cost of landfill sites 

130,456 


Employee related cost; IncI leave and basic salaries with 
basic salaries as Ihe lergesl conlrlbulor. 

2.360,726 

Roads Transport 

Depreclalion Charges 

17.071.639 


Debt Impairment 

39.109.127 


Capital Items CHDM 

3.055.264 


Emplovae related cost 

930.665 


General expenses and Repairs & maintenance 

1.254,332 


The municipality does not expect any signifitanl changes to the level of grants. 



2912 

2012 

2012 

2012 


R 

R 

R 



(Actual) 

(Budget) 

(Variance) 

(%) 

Capital expenditure by vote 




Budget and Treasury 

260,642 

513.620 

(253,176) 

-49% 

Community Services 

492,724 

175,050 

317,674 

161% 

Corporate Services 

533,965 

450, 000 

63,965 

19% 

Council 

306,132 

- 

306,132 

100% 

Executive 

5,449 

- 

5,449 

1O0% 

ipep 

36,260 

61,820 

(23,560) 

■36% 

Refuse 


460,000 

(460,000) 

-100% 

Roads Trensport 

1,954,667 

653,310 

1,091,557 

126% 


3,592,058 

2,644,000 

1,048,058 

41% 


The unauthorised expenditure mainly relates tq Ihe three new vehicles financed by means of a hire 
purchase hire agreement at Standard bank whilst the finance leases of the new copiers was the 
second biggest contributor. 

2011 

35 UNAUTHOR|$ED, IRREGULAR. FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED R 

35.1 Unaulhorlsod expenditure 

Rcconcilialion of unauthorised expenditure: 


Opening balance 2,757,950 

Unauthorised expendllure for Iht year - capital 1 ,804,796 

Unauthorised expendllure for the year - operating 72.891,128 

Written off by council (2.757,950) 

Transfer tfl receivables for fccOvary 

Unauthorised expendllure awaiting authorisation 74,695,925 


2D10 

R 


257.950 

2.500.000 


2,757,960 


Unauthorised expenditure on operaling votes is mainly due to depreciation and debt Impairment charges 


Incident 

Disciplinary steps/crlmlnel proceedings 

Over expBndiluK an approved oper^ionpl and 
capKat budgat. 

None; report will be pnesenfed to Council 
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UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED {Continue) 2012 


35.2 

Fruitless and.wasteful expenditure 


H 

R 

Reconciliation oF Fruitless and WaslcFul expenditure; 
Opening balance 

Fruitless and wasteful expenditure the year 

Written off by council 

Transfer to receivables for recovery 


52,669 

24,824 

62,559 


rruiiiess ana vrasteiui expervdituro awaiting further action 

77,383 

62,659 


incment 

Disciplinary ateps/crlmlnal proceedings 




Interest was paid to Eskom and TelKOm 

None 


52,559 


Interest was paid to Eskom and Telkom 

None 

24.824 






24,824 

52,55r 

35.3 

Irrenular exoandlture 




Reconciliation of Irregular expenditure; 

Opening balance 

Imogular expenditure For the year 

Written off by council 

Transfer to receivables for recovery 


38,600,000 

(36,600,000) 

15.300.000 

18.300.000 

Irregular expenditure awaiting further acKon 


~ 

36,6QO.OOD 


Incident 

Disciplinary stCpS/crlminel procecdltids 




SCM procedures not followed 

None 




ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 


36-i ConlributlQn^ to oraa n lfled Intal qoygmment - FMFMA 126 Mlfb» ■ SALGA CONTRIBUTIONS 
Opening bslsnct 
Council subscripliens 
Amount paid - cufrenl year 
Amount paid - previous yaare 

Balance unpaid (Included In cred{lor$} 

3B.2 Ati dlL(g05 ■ fMFMA 12E fUfc)] 

Opening balance 
Current year audit fee 

External Audit AudttO^Genaral 
Amount paid - cuofinl year 
Amount paid - previous year 

Balance unpaid [Ifidudod In creditors) 

36.3 VAT -FMFMA 125 fllfi^n 
Opening balance 

Amounts received • current year 
Amounts received - previous years 
Amounts claimed - cun'ent year 

Cjoslrtg balance - (Receivable) / Payable 

VAT is payable/receivable on tho cash basis, VAT is only paid over to SAR5 once cash Is received from 
debtors and only claimed From SARS once payment is made to creditors. 

36.4 P&YE ..SDL and UIF ■ rMFMA 125 flifctl 
Opening balance 

Current year payroll dedUclions and Council Contributions 
Amount paid ^ current year 

Balance unpaid [Iriciudod In creditors) 

36.6 Pension and Medical Aid Deductions - iMFMA 125 Mllcn 
Opening balance 

Current year payroll deduclions and Council Contributions 
Amount paid • current year 

Balance unpaid (Included In creditors) 


68,268 

400.D0O 

(400,000) 

66,603 

238,937 

(170,669) 

(66,608) 

68,268 

68,288 

(2,307.628) 

216,534 

251,454 

1 1,939,776 

429,816 1 

1,433,315 

225,962 

(2,307.627) 

(281,454) 

(429,816) 

(2,307,628) 

(5,301,071) 

9,055,556 

5.381,071 

(8,502,621) 

98,108 

1,404,665 

(98,105) 

(6,785,736) 

552,936 

(S.381.071) 


4,958,0(M 

(4,958,604) 

5,123.696 

(5,123,896) 

3,665,889 

(3.885.889) 

2,787,426 

(2,787,426) 
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ADDITIOWaL PISCLOSURE5 IN TERMS OR MUNICIPAL FINANCE MANAGEMENT ACT (CONTINUE) 

3G.6 CQiincIllars itrroar consumgr accounts - IMFMA 124 MlfbH 

Th 0 following COuncillora Had arrear accounts for more than 90 days as at 30 Juno; 


Godia, M, 

Komani, B. 

Total Councillor Arrear Consumer Accounts 
3S,3 athornQn.cQmBll3ncB fMFMA lasigKalt 


2012 

R 

Outstanding 
morn than 50 
day* 

535 

76.391 

76,926 


2011 

R 

Outstanding 
more than SO 
days 

6Q.S67 

61,109 


Requirement 

Relevant Leplslatlon 

Noit -compliance 

The Accounting oificermust submit by no taler Ilian 10 working days 

after the end of each rnonlh, lo Ihc Mayor and the relevant Provincial 
Treasury a statement on the stale of the municipality's budget 

MFMA See. 71(1) 

Not all the Section 71 reports were 
submitted on time. 

1 na monthly budget statement must comply With iho requirements 0 
the MFMA. 

MFMA Sec. 71(2) 

The monthly budget statements 
submitted do not comply with the alt 
legislative requirements. 

The mid-year budget and performance assessment report must be 

submitted by 25 January, to; 

I) the Mayor 

II) the National Treasury 

III) Ihe relevant Provincial Treasury 

MFMA sec. 72(1)(b) 

The mid-year budget and performance 
assessment was submitted to the 
Mayor by 25 January and Submitted to 
National Treasury and the relevant 
provincial treasury thereafter. However 
the formal diet meet all legislative 
requirements. 

The Municipal Manager must place certain documents on a municipal 
website. 

MSA See. 21 A and MFMA sec. 75 

The website was only developed 
towards the end of May beginning June 
2012 

The Municipality must prepare and submll (he financial statements 
within two months alter the financial year end. 

MFMA Sec. 126(1) 

The annual financial statements for 
2012 Will be submitted on 21 
Seplcmbor 2012 to AG; Whilst the 2011 
set was submitted within the 
timeframes. 

The mid-year budget and performance assessment report must be 

placed on the municipality's website by 31 January. 

Municipal budget and reporting regulation 
S(QNR3g3 of 17 April 2009) 

The mid-year budget and porformapee 
assessment was not placed on the 
municipality's websilc. 

The Municipal Manager must make public the approved adjustment 
budget within 10 working days after the Council approved the 
adjustment budget. 

Municipal budget and reponing regulation 

26(1) (GNR 393 of 17 April 2009) 

No audit evidence exists lo conlirm that 
the adjustment budget was made 
public Within 10 working days after 
Council approval, 

The monthly budget Slaloments must bc placed on the municipatily's 
website. 

Municipal budget and reporting regulation 

J4(1) (GNR 393 of 17 April 2009) 

Monlhty budget statements were not 
riaced on the municipal Hy's website. 


CAPITAL COMMITMENTS 


CommUmonts in respect Of capital expenditure: 

Approved and coniracled for: 

Infraslruclure 


Approved hut not yet contracted for 
Total 

This expenditure will be financed from: 

Government Grants 
Total 


2012 2011 

R R 


516,455 

- 

1 516.455 II 

“I 

- 


516,455 

516,455 

516,455 

- 
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FINANCIAL RISK MANAGEMENT 


The activllles gf the munIcIpalUy expose it (o b variety of financial risks, including msfket risk (comprising fafr 
value inlerest rata rlafr, cash flow interest rate risk and price risk), credit risk and liquidity risk, The 
municipalily's overall risk manaacrnanl programme fOCUsas on the unprediclability of financial markets and 
Seeks to minimise potential adverse effects on the municipality's financial perfonnanca. 


(a) Foreign Exchange Currency Risk 

The municipality did not engage In one foreign currency transaction. 

(b) Price rl&K 

The municipality is not exposed to price risk, 

(C) Interest Rate Risk 

As the municipality has slgnlncant Inkrost-bearlng llabllUtes, the entity's Income and operating cash Hows 
are subslanlially dependent on Changes In market Interest rales. 


The municipality analyses its potential exposure to interest rate changes on A continuous basis, Pffferent 
scenarios are simulated which Include refinancing, renewal of eurrenl poSilions, atlemallve financing and 
hedging, Based on these scenarios, fhe entity calculates the Impact that a change In interest rates will 
have on Ihe surplus/dafldt for me year, Thesa scenarios are only simulated for liabilities Which constitute 
the majority of Interest hearing liabiliUes. 


The municipality did not hedge against any Interest rale risks during the current year. 

The potential Impact on the entity's surplusfdeficit for the year due to changes In Interest rates were as 
follow; 


1% (2010 - O.S%) Increase in interest rates 
0.6% (2010 - 0,5%) peerease in Interest rales 

(d) Credit Risk 

Credit risk is the risk mat a counter parly to a financial or non-flnanclal asset Will fail to discharge an 
Obligation and cause me municipality to Incur a financial loss. 


410,233 

(205,110) 


Credit risk consist mainly of cash deposits, cash equtvalenis. trade and other receivables and unpaid 
ccndillonal grants and subsidies. 


Receivables are disclosed net after provisions are made for impairment and bad debts, Trade deblOrs 
comprise of a large number of ratepayers, dispersed across different secters and geographical areas. 
Ongoing credit evaluations are performed on the financial condition of these debtors. Credit risk pertaining 
to trade and other debtors Is considered to be moderate due the diversified nature of debtors and 
immalarial nature of individual balances, In Ihe case of consumer debtors Iho municipality effectively has 
the right to terminate services to customers but in practice lllis Is difficult to apply. In Ihe case Of debtors 
Whose accounts become in arrears. Council endeavours to collact such accounts by "levying of penally 
charges", "demand for paymont", "restrlctton of services" and, as a last resorl. "handed over for collection", 
whichever procedure is applicable In terms of Council's Credit Control and Dobt Collecitori policy. 


The credit quality Of rccoivahtes are assessed on Individual debtors basis. Tha accounts are (hen impaired 
on a Individual basis baaed on the risk profilo/credlt quality assoctalad with that Individual account. 


All rales and services arc payable within 30 days from Invoice dale. Refer to note 13 and 14 for all 
balances outstanding longer than 30 days. These balances represent all debtors at year end which 
defaulted Orl their credit lerrns. Also refer to note 13 for balances included In receivables that ware re- 
negotiated ferthe period under review. 


218,327 

(218,327) 
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FINANCIAL RISK MANACsEM^NT (CONTINUE) 
Balance; past due not (mpatred; 


Npn-Exchange Rocalvables 
Ratos and other rcceluable; 

Exchanaa Receluabtj^ 

Electricity 

Water 

Refuse 

Sewerage 

Other 


No recelvablBE are pledged as security for financial liabililias. 


2D12 

2012 

2011 

2011 

% 

R 

% 

R 

1 00.00% 

1,566.449 

100.00% 

1,925,806 

1.S2% 

522,246 

0.11% 

31.726 

1.S9% 

513,302 

0.13% 

37,91 S 

0.61% 

220,705 

1.73% 

505,236 

1.25% 

338,050 

0,06% 

16,210 

94.13% 

25,543,360 

97,90% 

26,636.257 

100,00% 

27,137,565 

100.00% 

29,227,349 


Duo to the short torm nature Of receivables the carrying value disclosed In note 13 and 14 of the linandal 
statements Is an approximation of Its fair value. Interest on overdue balances are Inctuded a| nrima 
lending rate plus 1% where applicable, ^ 


The provision for bad debts ccutd be allocated between the different classes of dabtora as follows: 


Non-Exchanoo Receivables 

Rales and other receivables 

Exchange Receivables 

Electricity 

Water 

Refuse 

Sewerage 

Other 


No debts were wrllten-off. 


2011 

2011 

201 D 

2010 

% 

R 

% 

R 

100.00% 

14,312,704 

100.00% 

12,262,586 

2,04% 

1.454,900 

7.00% 

1,562,696 

27.80% 

19,644,640 

-0.17% 

(37,918) 

29.82% 

21,267,486 

76.03% 

16,965,571 

34,56% 

24,665,636 

-0.07% 

(16,210) 

5,75% 

4.107,373 

17.21% 

3,845.356 

1 00.00% 

71,380,114 

100% 

22,339.699 


The entity only deposits cash With major banks with high quality credit slanding. No cash and cash 
equivalents were pledged as Security for financial liabilities and no restrictions were placed on the uSe of 
any cash and ^sh equivalents for the period under review. Although the credit risk pertaining lo cash and 
cash equivalents are considered to be low, the maximum exposure are disclosed below. 


The enllly has no non-current inveslmenl transactions. 


Tha banka utilised by the municipality for current and non-Current [nveslments are all listed on the JSE. 
The credit quality of these institutions are evaluated based on their required SENS releases as wall as 
other media reports. Based on all public eorjimunicaliOns. Ihe financial sustainability is evaluated lo be of 
high quality and (he credit risk pertaining to these inslilullons are considered to he low. 


The risk pertaining to unpaid conditional grants and subsidies are considered to be very low. Amounts are 
receivable from national and provincial government and Ihore are no expectations of counter parly default. 


All receivables are Individually evaluated annually a| Balance Sheet date for impairment. 

Financial assets exposed to credit risk at year end are as follows; 

Receivables from exchange transacltons 
Receivables from non-exchange Iransactions 
Cash and Cash Equivalents 
Unpaid condilional grants and subsidies 


2012 

R 

27,137.665 

1,565,449 

42,427,590 

5,663.272 

76,793,976 


2011 

R 

29,227,349 

1,926,808 

43,756,996 

22,561,392 

97,491.545 
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36 FINANCIAL RISK MANAGEMENT (CONTINUE) 

(e) Liquidity Risk 


PmdBnl Ilquldily risk management implies malfllaining suffletent MiSh, the auallabillty of funding Ihreugh an 
adequate amount of committed credit facilities. Due to ttie dynamic nature of the underlying business, the 
treasury maintains flexibility in funding by maintaining availability under credit linos. 


The entity's risk to liquidity Is a result of the funds available to cover future commilmcnla. The entity 
manages liquidity risk through an ongoing review of future commitments and credit facilitios. 


The table below analyses the enllly's financial flab|tl||es into relevant maturity groupings based on Itifi 
remaining period at the financial year end to the conlractual maturity date. The amounts disclosad In the 
lable are the contractual undlscounted cash flows. Balances due within 12 months equal their carrying 
balances as (he Impact of discounting is not significanl. 


2012 

Less than 1 
year 

Between 1 anci $ 
years 

Between 5 and 

10 years 

Over 10 Years 

Long Temi liabilities - Finance Lease Liability 

Capital repayments 

Interest 

310,526 

543,421 



151,^06 

159,121 

411,443 

131,975 



Long Term liabilities ■ Hire purchase Lease Liability 

210,976 

625,324 



Capilal repayments 

Interest 

141,560 

69,416 

693,399 

131,925 

- 

- 

Trade and Other Payables 

Unspent conditional government grants and recaipta 

Cash and Cash Equivalents 

6,159,574 

3,138,174 

- 

■ 

_ 


9,119,251 

1,366,745 

- 

^ 


FINANCIAL RISK MANAGEMENT (CONTINUE) 


2011 


Less than 1 Between 1 and 5 Between 5 and 

year years 10 years Over 10 Years 


Long Term llabllUias - Finance Lease Liability 
Capital repayments 
Interest 


Long Term liabilities ■ Hire purchese Lease Liability 
Capital repayments 
Inleresl 

Trade and Other Payables 

Unspent conditional government grants and receipts 

Cash and Cash Equivalents 


93,590 


65,169 

_ 



5,420 

- 

- 


- 





3,676,312 




4.397,734 

- 

- 

- 

8,167,636 

■ 

- 

- 
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FtNANOAL INSTRUMENTS 

In accordance With GRAP 104 the financial InsIrumenlS Of tho munidpallly are classifiod be follows; 
The fair value of financial InstrumenlB approximates Ihe amorlisad coals aa reffetted below. 


Financial Asset^ 

Class Iffcatlon 



Investments 

Fixed Deposits 

Receivables 

Financial instrumanls at amortised cost 

- 

- 

Receivables from exchange transactions 
Receivables from non-cxchange transactions 
Other Receivables 

Financial instrumanls at amortised cost 

Financial instruments at amortised Cost 

27.137.G65 

1.565.44S 

29,227,349 

1,925,808 

Government Subsidies and Grants 

Short-term Investment Deposits 

Financial instruments at amortised cost 

5,663.272 

22,581,392 

Call Deposits 

Bank Balances and Cash 

Financial Inslrumenls at amortised cost 

26.516,748 

36,375,592 

Bank Balancas 

Cash Floats and Advances 

Financial instruments at amortised cost 

Financial Instruments at amortised cost 

15,804.328 

6.515 

7,374,889 

6,515 



76,793,976 

97,491,545 

SUMMARY OF FINANCIAL ASSETS 




Financial Instrumanls at amortised cost 

At amortised cost 


76,793,976 

97,491,545 


76,793,976 

97,491,545 


FINANCIAL INSTRUMENTS (CONTINUE) 

,2 FfnancIaLUayyjy 

Long-term LIHbllltiDS 

Annuity Loans 
Capitalised Lease Liability 
Hire Purchase 

Payables from exchange transactions 

Trade Payables 

Third parly payables (Payroll) 

Payments received lrt advance 
Sundry Deposits 
Sundry Creditors 
Other Payables 

Government Subsidies and Grants 
Current Portion of Long-term Liabilities 
Capitalised Lease Liability 
Hire Purchase 

SUMMARY OF FINANCIAL LIABILITY 
Financial instruments a| amorlisod cost 


ClasBlIlcatlon 


Financial Instruments at amorllscd cost 
Financial InElruments al amortised cost 
Financial inEtrumenIs at amortised cost 

Financial instruments at amortised cost 
Financial instruments al amortised cost 
Financial inslmments at amortised cost 
Financial instruments at amortised cost 


Financial Inslrumenls at amortised cost 

Financial instruments at amortised cost 
Financial InsUumentS at amortised cost 


411,443 

. 

693,399 

- 

3,627.185 

488,557 

(159.986) 

23,605 

339,227 

61,757 

22,823 

11.216 

2,669,552 

3,152,634 

3,138,174 

4,397,734 

151,406 

85,169 

141,560 


11,034.784 

6,220,673 

11,034.784 

8,220,873 


EVENTS AFTER THE REPORTING DATE 

The municipality has no events alter reporting dale during the financial year ended 2011/2012. 
IN-KIND DONATIONS AND ASSISTANCE 

The municipality did not receive any in-kind donallons or assistance during the year under review. 
private public PARTNERSHIPS 

Council has not entered into any private public partnerships during the financial year. 


EMALAHLENI MUNICIPALITY 
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43 CONTINGENT LIABILITY 


Claim against Council 

. 

* 

Estimate legal Fees 



The Municipality represented by SAIGA is currently reviewing the court case outcome Which could result In 
coats being awarded against Council if the claimant |3 successful in their acllon. The following is the estimate 
exposure: 



IMATU / SALGA - TASK implementalion 

1.130,204 



1,130,204 

- 


IMATU wan a court casa again*! SALQA for not Implemcnlirtg Iha TASK eualyalion results on the correal 
salary scale*. SAL6A la currently rcvJawIng the court case Outcoma. The financial exposure Is estlmatert at 
3% aOditional salary Increajes to all pennanent staff members. 

The municipallly decs not have permits or llcanses for all of Ihe landfill slles currenlly In use and could be 
liable for a penally in terms of section 24G of the Environmental Conservation Act. 

44 RELATEP parties 

Key Management and Councillors receive and pay for services on the same terms and conditions a* Other 
ratepayers / residents. 

The rates, service charges and other charge* aro In accordance with approved tariffs that were advertised to 
the public. No bad debt expanses have been recognised |n respect Of amounts owed by related parties. 


44.1 Related Party Loans 
Nona 

44.2 Compensation of key management personnel 


The compensation of key management personnel is set out in note 21 to the Annual Financial Slalements. 


44,3 Other related party transactions 

No purchases were made during the year where Councillors or staff have an intorost. 


45 FINANCIAL SUSTAINABILITY 

ThtJ indicators or conditions that may, Individually or collectively, cast Significant about the going concern 
asEumpHon are ss follows: 

Financial Indicators 

The current ratio decreased from 9,7B:1 to 5.03:1 In the period of reporting. 

The average debtors' payment days decreased from B3 days to 76 days. The debtors Impairment ratio 
Increased to 75 % from the previous years 53%, 

No bank overdraft was utilised: the net cash Situation as at 30 June 2012 is R 42427590 positive, 


Other Indicators 

Possible outriQW or recourcBS due the Contingent liability disclosed in note 43 
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EMAUAHUENI MUNICIPALITY 

SCHEDULE OP LONO^TERM LIABILITIES AS AT 30 JUNE 2012 


long-term LlABILtTIES 

Rite 

Lein 

Nufnhor 

Redtenitble 

Ball net 

Pl 

30 JUNE 2011 

Cerreellen 

Balance 

Al 

30 JUNE 3011 
Restated 

Received 

duriftS 

Iho 

perled 

Adjust mGnla 

In Id rest 

pertien 

payable 

at 

pnried 

end 

Redccincd or 

written oft 
during the 
peri ad 

Baianee at 30 
JUNE 2012 

HIRE PURCHASE 












Si end a rd Ban>( 

3.(iaw 

1315152&I0005 

2017/05(15 




201,350 


1,230 

3.007 

201.353 

Blandard SpnK 

9-00% 

1315152610006 

2017/05/15 




306,130 


3,400 

2,991 

303,136 

Otandflfd OtnK 

9.D0% 

43151526(0007 

2017/06/01 




333,120 


3,700 

3,251 

330,166 

Total Hire Purchase 




- 

- 

- 

941,310 

- 


9,251 

B34,953~ 

LEASE LIABILITY 












Computar Equipmonl - Ceplsrt 

10.59% 


2012/02/01 

65,505 

(10,335) 

BS,169 



6,420 

55,169 


NRO omu Solultenf (Ply) Lid 

32.01% 


2015/03/20 

' 



663, 9qd 


46,621 

31,011 

552,646 

Total Lease UablllUDS 




95.5D5 

(10.335) 

BS.169 

E93JBO 

- 

55,041 

119,160 

3GZ.S49 













TOTAL LONG-TERM LIABILITIES 




35,505 

(10,335) 

95,190 

1,439,070 

- 

93,371 

126.431 

1.397.flQB 

1 
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APPENDIX B - Unaudited 
EMALAHLENI MUNICIPALITY 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 201Z 

MUNICIPAL VOTES CLASSIFICATION 


2011 

2011 

2011 


2012 

2012 

2012 

Actual 

Actual 

Surplus/ 


Actual 

Actual 

Surplus/ 

Income 

Expenditure 

(Dencit) 


Income 

Expenditure 

(Deflcit) 

R 

R 

R 


R 

R 

R 

SS,S41,<]3<I 

(17,469,197) 

41,372,237 

Budget and Treasury 

70,162.701 

(14,196,109) 

55,966,593 

721,667 

(5,583,224) 

(4,661,557) 

Community Services 

1 ,099,840 

(7,117,346) 

(6,017,506) 

191,101 

(9.002,610) 

(8,811.509) 

Corporate Seruicos 

90,236 

(9,622,563) 

(9,532,327) 

1.Z13,0S7 

(11,605,407) 

(10,392,350) 

Council 

460,163 

(14,552,919) 

(14,072,756) 

9.427,374 

(13,269.954) 

(3,842,580) 

Eleclricity 

10,673,653 

(15,637,617) 

(4,963,965) 

- 

(4,776,506) 

(4,778,506) 

Executive 

120,000 

(6.044,935) 

(5,924,935) 

- 

(1,260,842) 

(1,260,642) 

Housing Services 

- 

(1,554,499) 

(1,554.499) 

259,936 

(3,780,122) 

(3,520,164) 

IPED 

1,577,934 

(5,211,920) 

(3,633,966) 

3,456,222 

(4,506,199) 

(1,049,977) 

Reluso 

3,967,449 

(12,513,061) 

(8,645,612) 

24.011,449 

(25,236,327) 

(1,226.879) 

Roads Transport 

2,276,791 

(31,925,977) 

(29,649,186) 

(457.134) 

(101,537) 

(558,720) 

Water and Sanitation 

36,272,176 

(61,877,781) 

(25,605,605) 

97.665.056 

(96,595.924) 

1,069,132 

Sub Total 

126,720.943 

(160.254,726) 

(53.533.765) 

- 

- 

- 


- 


- 

97.635.056 

(96,595,924) 

1,069,132 

Total 

126,720,943 

(180.254,728) 

(53.533,785) 


1 
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APPENDIX C- Unaudited 
EMALAHLENI WIUNICIPALITY 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2012 
GENERAL FINANCE STATISTIC CLASSIFICATIONS 


2011 

Actual 

Income 

R 

2011 

Actual 

Expenditure 

R 

2011 

Surplus/ 

(Deflclt) 

R 


2012 

Actual 

Income 

R 

2012 

Actual 

Expenditure 

R 

2012 

Surplus/ 

(Deficit) 

R 

1.213.057 

(16,303,913) 

(15,170.658) 

Executive and Council 

600,163 

(20,697,854) 

(19.997,691) 

58,841,434 

(17.469.197) 

41,372,237 

Budget and Treasury oriice 

70,162,701 

(14,196.109) 

55,966,593 

191,101 

(0,238,800) 

(9.047.700) 

Corporate Services 

90.236 

(9,859.401) 

(9.769,165) 

259.938 

(3,780,122) 

(3,520,104) 

Planning and Developmenl 

1,577,934 

(5,211,920) 

(3,633,986) 

- 

- 

- 

Health 

- 

- 

- 

710,731 

(4,553,668) 

(3,834,938) 

Community and Social Services 

1,095,522 

(6,026,096) 

(4,930,574) 

- 

(1,260,842) 

(1,260,842) 

Housing 

- 

(1,554,499) 

(1,554,499) 

€6,058 

(316,728) 

(250,669) 

Public Safety 

845,123 

(546,412) 

98,711 

2,936 

(793,365) 

(790,429) 

Sport and Recreation 

4.318 

(854,412) 

(850,095) 

■ 

- 

- 

Environmental Protection 

- 

- 

* 

3,458,222 

(4,506,199) 

(1,049,977) 

Waste Management 

3,967,449 

(12,513,061) 

(8,545.612) 

(448,083} 

(45,507) 

(493,590) 

Waste Water Management 

5,373,757 

(27,625,680) 

(22,251,923) 

24,011.449 

(25.238,327) 

(1,226,879) 

Road Transport 

2,276,791 

(31,925,977) 

(29,649,186) 

(0,100) 

(56,030) 

(85,130) 

Water 

30,898.419 

(34,262,101) 

(3,353,682) 

8,361,315 

(12,953,226) 

(3,591,911) 

Electricity 

10,028,530 

(15,091,206) 

(5,062,675) 

“ 

” 

■ 

Other 

" 

" 


97.665,056 

(96,595,924) 

1.069.132 

Total 

126,720.943 

(180.254.728) 

(53,533.785) 

I 
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APF^ENDIX D - Unaudited 
EMALAHLENI MUNICIPALITY 

DISCLOSURES OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 123 OF MFMA, 56 OF 2003 


UNSPENT AND UNPAID 

GOVERNMENT GRANTS AND RECEIPTS 

Balance 

1 JULY 2011 

Grants 

Received 

Operating 
expenditure 
during 
the year 
Transferred 

tn rpvpniip 

Capital 
expenditure 
during 
the year 
Transferred 

fn rPVi!Hlllft-_ 

Balance 

30 JUNE 2012 

Urispent 

30 JUNE 2012 

Current 

Liability 

Unpaid 

30 JUNE 2012 

Current 

Asset 


R 

R 

R 

R 

R 

R 

R 

National Government Grents 

Equitable shere 


61.056,000 

61,058,000 



_ 


LoMl Government Financial Management Grant (FMG) 

290.100 

1,500,000 

1,911,202 

- 

■121,102 

■ 

121,102 

Municipal Infrastructure Granl (MIG) 

■21,534.018 

19,217,000 

3,236 

1.425.468 

-3,745,722 

- 

3,745,722 

Municipal Systems Improvement Grant (MSIG) 

- 

790,000 

854,424 

- 

-64,424 

- 

64,424 

Department of Water affairs and forestry (DWAF) 

■ 

472,748 

429,573 

- 

43,176 

43,176 

- 

Integrated National Electrlfieatlon Grant (INEP) 

1,004,100 

4.480,000 

6,134,100 

- 

350.000 

350,000 

- 

Extended Public Works Program (EPWP) 

- 

439,000 

439,000 

- 

- 

- 

- 

Town Revitalisation 


500,000 

" 

■ 

500,000 

500,000 

■ 

Housing Grant 

■1,017,963 


_ 

. 

-1,017,968 


1,017,968 

IDP 

316,815 

- 

316,815 

- 

- 

- 

- 

LED 

1.701,400 

67,175 

67,175 

- 

1,781,400 

1,761,400 

- 

Library 

■29,405 

- 

- 

- 

-29,405 

- 

29,405 

MSP 

-0 

* 

" 

" 

■0 

" 

0 

District Municipality Grants 








Food Prograrn 

413,598 

- 

■ 

- 

413,598 

413,598 

- 

HIV Aids 

35,871 

20,000 

55,871 

- 

0 

0 

- 

Audit 

- 

120,000 

120,000 

- 

- 

- 

- 

SPU 

* 

480,163 

480,163 

- 

■ 

- 

- 

Other 

50,000 

* 

- 


50,000 

60,000 

- 

Other Grants 



90,236 





LGSETA 

- 

90,236 

- 

“ 


- 

Elltheni Coat Mine 

505,850 


1,190,500 

* 

■684,650 


684,650 

Total 

-18,183,658 

89,232,323 

72,146,296 

1,425.468 

-2,525,098 

3,138,174 

5,653,272 
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